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DECREE No. 313 

ESTABLISHING REFERENCE PRICES FOR PETROLEUM PRODUCTS 

GENERAL GUILLERMO RODRIGUEZ LARA 
President of the Republic 

WHEREAS, 

That Article 65 of the Hydrocarbons Law determines that royalties in cash, 
income tax, Government participations and, in general, all liens dependent on the 
sales prices of hydrocarbons in the foreign market shall be regulated by the Petro¬ 
leum reference prices, of the product and the by-products, fixed by the Executive 
Power; 

In exercise of the attributions invested in him, 

DECREES, 


ARTICLE 1 

Reference Prices for petroleum exports are hereby established as from 1st April, 
1973, in accordance with the following Table: 


A.P.I. Gravity 

Reference Prices 


Sucres per barrel 

U,S. $ per barrel 

18 

61.975 

2.80 

19 

62.865 

2.54 

20 

63.855 

2.58 

21 

64.845 

2.62 

22 

65.835 

2.66 

23 

66.825 

2.70 
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A.P.l. Gravity Reference Prices 



Sueres per barrel 

U.S. $ per barrel 

24 

67.815 

2.7A 

25 

68.805 

2.75 

26 

69.795 

2.82 

27 

70.785 

2.86 

28 

71.775 

2.90 

29 

72.765 

2.94 

30 

73.755 

2.98 

31 

74.745 

3.02 

32 

75.735 

3.06 

33 

76.725 

3.10 

34 

77.715 

3.14 

35 

78.705 

3.18 


The fractions of degree shall be estimated proportionately. 

ARTICLE 2 

For crude oils with a sulphur content of less than 0.5%, the Reference Prices shall 
be those set down in the Table under Article 1, but if the content of sulphur is 
above 1.0% or less than or equal to 1.5% the Reference Prices will decrease by 
S/, 1.2375 (U.S. J 0.05) per barrel. 


ARTICLE 3 

The estimate of workers participation and income tax shall be made provisionally, 
with a total cost of a tentative nature for operations of 0.45 dollars per barrel. 
This tentative cost will be readjusted to the actual cost once this has been defined 
by the Ministry of Natural Resources and Power and with these amounts a re¬ 
settlement will be made of the pertinent participations and taxes. 

ARTICLE 4 

In future fiscal periods, once the actual operation costs are known corresponding 
to a calendar quarterly period, this cost shall be used tentatively for the following 
quarterly period and so on successively. The taxes and participations will be re¬ 
settled with the actual cost amounts corresponding to each quarterly period. 

ARTICLE 5 

The pipeline transport price is set down at 0.24 dollars per barrel, which includes the 
Government’s participation of 0.014 dollars, the cost of operation and amortization 
of the pipeline. 
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ARTICLE 6 

The present Decree will come into force as from the present date without waiver 
of its publication in the Official Registry Bulletin and its execution is hereby 
entrusted to the Ministers of Finance and of Natural Resources and Power. 

Given at th"® National Palace in Quito, on 27th March, 1973. 

(sgd.) G. Rodriquez L. 

(sgd.) Gustavo Jarrln Ampudia Econ. Enrique Salas 

Navy Captain Minister of Finance 

Minister of Natural 
Resources and Power 


DECREE No. 317 

STIPULATING TYPE-CONTRACT 
FOR THE EXPLORATION AND EXPLOITATION 
OF HYDROCARBONS 


GENERAL GUILLERMO RODRIGUEZ LARA, 

President of the Republic 

WHEREAS, 

That the Transitory Provisions Five and Six of Article 1 of Decree No. 430 of 6th June, 
1972, allow the keeping of the original juridical forms of the contracts executed before 
30th September, 1972, for the exploration and exploitation of oil, subject to the regu¬ 
lations of the Hydrocarbons Law in force and in accordance to a "type-contract” which 
will be similar for all: 

In exercise of the faculties invested in him: 

DECREES, 

The Minister of Natural Resources and Energy is hereby authorized to execute new 
contracts for the exploration and explmtation of hydrocarbons in whidi it will be agreed 
to keep the original juridical form allowed by the Transitory Provisions Nos. 5 and 6 
of Article 1 of Decree No. 430 of 6th June, 1972, as long as these are not association 
contracts, in accordance with the type-contract set down in the text of the following 
fundamental stipulations: 
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TYPE-CONTRACT FOR THE EXPLORATION AND EXPLOITATION 

OF HYDROCARBONS 
CHAPTER I 

PARTS, PURPOSE, AREA AND DURATION OF THE CONTRACT 

CLAUSE 1 
Contracting Parties 

1.1 The Government of Ecuador represented by the Minister of Natural Resources 

and Energy,___ 

on the one hand and on the other_ 

represented by ___ 

who hereinafter shall be designated as “the Government” and “the Contractor” 
respectively, agree to execute the present contract for the exploration and exploi¬ 
tation of hydrocarbons. 


CLAUSE 2 
Purpose of Contract 

2.1 The purpose of this contract is the exploration of the area granted and the 
exploitation of crude oil and free gas found in the said area. This contract only 
authorizes the contractor to carry out, exclusively, the exploration of the area 
granted and the exploitation of crude oil and free gas which exist in the area, 
and therefore, the contractor has the right to dispose only of the crude oil and free 
gas which pertain to him in accordance with the contract herein. 

2.2 Natural gas obtained from the exploitation of petroleum deposits, surface asphalt 
deposits, earth impregnated with hydrocarbons and substances associated with 
same are the exclusive property of the Government and their use shall be governed 
by the regulations established for each case in the Hydrocarbons Law. 

CLAUSE 3 

Area, Location and Boundaries 

3.1 The area which is the subject of the contract herein shall have an approximate 

extension of_ hectares, divided in lots of no more than twenty 

thousand hectares each. 

3.2 The area is located in the Province of-and in acccordance with 

Decree No. 1312, published in Official Registry Bulletin No. 191 of 24th No- 
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vember, 1972, corresponds to the following rectangles referred to in the Mer¬ 
cator Universal Transverse Proyection (UTM). 

3.3 In accordance with the aereophotogranunetric plan submitted by the Contractor, 
the boundaries of the area are as follows: 

North: -; Sputh: -; East: -; and 

West:_ 


CLAUSE 4 

Duration of the Contract 

4.1 The period of exploration may last up to five years and that of exploitation up 

to twenty years, therefore, the exploration period shall end as a maximum on 
_and the exploitation period shall end as a maximum on-. 

4.2 The Contractor, at least one year in advance of the end of the exploitation 
period, may request an extension of this period of up to ten years more, subject 
to the laws in force on that date. 

CHAPTER II 
EXPLORATION PERIOD 
CLAUSE 5 

Minimum Exploration Program 

5.1 The Contractor is under the obligation to carry out exploration work of a con¬ 
tinuous nature by means of geological and geophysical surveys, drilling of wells 
and any other operation accepted by the petroleum industry, with the purpose 
of surveying the area in its totality and to evaluate the structural or stratigraphical 
traps that are discovered. 

5.2 Tlie Contractor shall drill at least-meters in_wells, 

for each-hectares. 

CLAUSE 6 
Minimum Investments 

6.1 The Contractor shall make a minimum investment of - sucres per 

hectare, corresponding to - years of exploration. 

6.2 This investment shall be distributed annually, preferably in the following items: 
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CLAUSE 7 

Guarantees 

7.1 On the date of execution of the present public instrument, the Contractor shall 

render a guarantee of _ sucres, equivalent to twenty per cent of 

the total amount of the investments that he must make during the exploration 
period. 

7.2 The guarantee shall be returned when the exploitation period has elapsed and on 
condition that the Contractor proves that he has fulfilled all of his obligations 
which he has undertaken for the exploration period. 

7.3 The guarantee shall also be returned when the contract is ended after verifying 
the fact that no favourable results have been obtained and after verifying the 
fulfillment of the drillings and investments made in accordance with the obliga¬ 
tions undertaken. 

7.4 In case of lade of fulfillment of any of the obligations stipulated for the explo¬ 
ration period, the Government shall make the guarantee effective. 

CLAUSE 8 
Entry Premium 

8.1 Within the thirty days following the date of registration of the contract in the 

Hydrocarbons Registry, the Government shall collect an amount of _ 

sucres equivalent to - sucres per hectare, as an entry premium. 

CLAUSE 9 
Surface Rights 

9.1 The Government shall collect an amount of _ sucres, 

equivalent to-— sucres per hectare, on account of 

surface rights, within the month of January of each year of the exploration 
period. When areas are returned after the 31st January there will be no cause 
for a resettlement or compensation whatsoever. 

CLAUSE 10 

Dues for Use of Water and Materials 

10.1 The contractor shall pay in advance within the thirty first days of each year of 

the exploration period, the amount of _ sucres for the use of water 

and natural construction materials which are found in the area and which belong 
to the State. This payment includes those set down in the Water Law. 
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CLAUSE 11 
Payment for Education 

11.1 As a contribution payment for the development of education of a tedinical 
nature on a national level, to be used to grant scholarships for specialized studies 
of the petroleum industry in Ecuador or abroad, the Contractor shall pay the 

Government the amount of- sucres for each one of the 

exploration period years. 


CLAUSE 12 
Devolution of Areas 

12.1 At the end of the exploration period the contractor may not retain more than 
40% of the toul surface of the area, in complete lots of twenty thousand hectares 
each, united between them by their sides and their vertexes and forming one 
sole block. 

12.2 The devolution of the rest of the areas to the Government shall be made subject 
to Decree No. 1312 mentioned above. 

12.3 Jointly with the devolution of the areas, the Contractor shall deliver to the 
Ministry concerned, all the background data, logs and surveys of a geological and 
geophysical nature, drilling data and all data of any other nature related with 
the surface areas which have reverted to the Government. 

CHAPTER III 

INITIATION OF ACTIVITIES, MINIMUM INVESTMENTS MARKING AND 
GUARANTEE FOR THE EXPLOITATION PERIOD 

CLAUSE 13 

Initiation of Exploitation Activities 

13.1 Once the exploration period is ended, the Contractor shall begin exploitation 
operations. 

Exploitation operations shall be understood to be the drilling of wells, supply 
of production installations, construction of collection centers and the other opera¬ 
tions accepted by the petroleum industry as necessary and adequate in accordance 
with the development programs which must take into account the characteristics 
of the commercially exploitable deposits, the regulations suitable for conser¬ 
vation, recoverable reserves and the market conditions. If the Contractor should 
wish to start such operations before the expiration of the exploration period. 
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he must request the necessary authorization from the Ministry concerned, justi¬ 
fying the existence of commercially exploitable oil deposits. 

CLAUSE 14 

Other Devolutions of Areas 

14.1 At the end of the second year of the exploitation period of the contracts whidi 
are still in the exploration period on the date of execution of the instrument herein, 

the contract shall keep only a surface area of-hectares which correspond 

to the arithmetical average between the forty per cent retained at the beginning of 
the period and the maximum area set down in Articles 18 and 19 of the Hydro¬ 
carbons Law; therefore up to - 19-the Contractor must 

return a surface area of _ hectares, in the manner provided for in the 

contract for the selection and devolution of the areas. 

14.2 The Contractor may return the areas voluntarily to the Government at any time. 
Such devolutions shall be made in lots of twenty thousand hectares. When more 
than one lot is returned, these must be joined at least by one of their vertexes. The 
corresponding studies should be returned at this time. 

CLAUSE 15 
Minimum Investments 

15.1 The Contractor is under the obligation to invest a minimum sum of_ 

-sucres per hectare, during each one of the three 

first years of the exploitation period. 

15.2 From the fourth year to the termination of the contract, the annual mini¬ 
mum investment shall be agreed upon each year with the Ministry of Natural 
Resources and Energy. This investment shall include the investment specified 
in Clause 54 of this Contract, when this percentage is used for the develop¬ 
ment of the Company itself. The investment agreed upon shall be the most 
advisable in order to obtain the best recuperation of the reserves from the 
economical and technical point of view. 

CLAUSE 16 

Marking of the Area Retained 

16.1 The Contractor shall delimit, within the first three years of the exploitation 
period, the area retained, with the intervention of the Military Geographic 
Institute and in accordance with the pertinent legal provisions and regula¬ 
tions. 
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CLAUSE 17 


Guarantees 


17.1 Within the thirty days following the initiation of the exploitation period, 

the Contractor shall render a Guarantee of - sucres, 

in cash, in Government Bonds or in any other manner to the satisfaction 
of the pertinent Ministry, equivalent to twenty per cent of the investments 
he must make in the first three years of this period. When the guarantees 
deposited generate interest or income these shall belong to the Contractor. 

17.2 This guarantee and the pertinent interests and income originating from the 
said guarantee shall be returned to the Contractor when it is proven that 
complete fulfillment has been carried out of the obligations set down for 
the first three years of exploitation. 

17.3 For the last five years of the exploitation period, the Contractor shall sub¬ 
mit a guarantee for an amount equivalent to-per cent of the 

non-amortized fixed asset, on that date, in cash. Government bonds, or in 
any other manner to the satisfaction of the Government to ensure the 
suitable maintenance of the equipment, machinery and installations, as well 
as the fulfillment of the other commitments set down by the Law and the 
Contract. Once the contract is ended the guarantee shall be returned to 
the Contractor if he has fulfilled all the obligations described in this para¬ 
graph. 

17.4 The Government shall make these guarantees effective if the Contractor does 
hot fulfill any of the obligations stipulated in the Contract for the exploita¬ 
tion period. 


CHAPTER IV 
PRODUCTION 
CLAUSE 18 


Production Program 


18.1 The Ministry concerned shall approve the Production Program which the 
Contractor must submit every six months, with at least 15 days in advance 
of the beginning of the said program. 
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CLAUSE 19 

Maximum Efficiency Rate (MER) 

19.1 The Contractor undertakes to carry out and deliver, when the Ministry 
concerned so requests, a technical survey of any deposit which will serve to 
justify his production rate. 


CLAUSE 20 
Production Rate 

20.1 The Ministry concerned, after a survey is made of the production rates 
submitted, by the Contractor, shall approve the production rate per con¬ 
cession and per deposit or per well when this is deemed necessary, which 
will allow technically and economically the rational exploitation of the de¬ 
posits, complying in all cases with the conservation policy of the reserves 
as established by the Government and in accordance with the regulations 
issued on the subject. 


CLAUSE 21 

Inspection and Auditing of Production 

21.1 The Ministry concerned shall inspect and audit permanently the operations 
concerning production, in accordance with the pertinent program and 
based on the pertinent technical surveys, for which purpose the Contractor 
shall give the facilities required. 


CLAUSE 22 

Use of Gas, Asphalt and any other Substances associated with Hydrocarbons 

22.1 Natural gas obtained from the exploitation of petroleum deposits shall be 
used by the Contractor only in the amounts which are necessary for ex¬ 
ploitation operations and for transport, or for injection or re-injection into 
the deposits, upon authorization given by the Ministry concerned, whidi 
may demand the re-circulation or injection of gas in deposits of condensed 
gas or having a high gas-petroleum relation. 

22.2 The Contractor shall deliver to CEPE in the gas collection center in each 
field, without any cost whatsoever, the gas not used in the contractor’s 
operations and derived from the petroleum deposits or condensed deposits, 
which the Corporation requires for industrial purposes, generation of electric 
power, marketing or of any other kind. The Contractor shall not guarantee 
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the quality or composition of the gas. CEPE shall only pay the expenses 
for the facilities for sudi delivery supplied by the Contractor, by order or 
request made by CEPE. 

22.3 The gas surpluses which are not used by CEPE nor the Contractor and 
which cannot be injected, re-circulated or re-injected in the pertinent deposits, 
shall be the subject of special agreements. In any case, the Contractor may 
not waste natural gas, throwing it into the air or burning it without the 
prior written authorization of the Ministry concerned, except in case of 
force majeure. 

22.4 In general, the substances whidi are found associated with hydrocarbons 
and whidi are useful commercially shall be recovered and exploited only 
by CEPE. 

CLAUSE 23 
Unified Exploitation 

23.1 For the exploitation of a common deposit covered by two or more con¬ 
tracts, operational agreements shall be executed for unified or joint ex¬ 
ploitation with the approval of the Ministry concerned. 

CHAPTER V 

STORAGE, TRANSPORT, INTERNAL SUPPLY AND PRICES OF OIL FOR 

INDUSTRIES OR REFINERIES 

CLAUSE 24 
Storage 

24.1 The Contractor shall build the storage tanks required to store the oil pro¬ 
duced in his area, in accordance with the provisions set down in Article 48 
of the Hydrocarbons Law. 


CLAUSE 25 
Transport 

25.1 The Contractor shall build secondary pipelines required to transport petro¬ 
leum produced in the area which is the subject of the contract to the col¬ 
lection center or to connect with main pipelines, upon authorization being 
given by the Ministry concerned. 
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25.2 On condition that the contractors fully justify the need of building main 
pipelines or gas lines, CEPE shall build these in accordance with the stipu¬ 
lations of Article 55 of the Law. 

25.3 The Ministry concerned shall set down the transport tariff rates by pipelines 
or gas lines in accordance with the Hydrocarbons Law. 

CLAUSE 26 
Internal Supply 

26.1 In order to supply refining and industrial plants established in Ecuador, 
the Ministry of Natural Resources is empowered to demand from the con¬ 
tractors whenever it so deems advisable, to supply a uniform petroleum 
percentage whidi belongs to them and carry out with the said contractors 
the pertinent compensations of a financial nature, deemed advisable, so 
that the said plants are supplied with crude oil which is the most suitable, 
in view of its quality and location. 

26.2 The Government shall authorize the contractors to export the oil which 
pertains to them after the Internal needs of Ecuador are supplied and on 
condition that the said contractors fulfill the requirements set down in the 
Laws. 


CLAUSE 27 

Petroleum Prices for Refineries or Industries 

27.1 The prices of the various types of crude oil which are required for the 
hydrocarbon refineries and industries established in Ecuador, shall be those 
set down by the Government and in order to determine these, the cost of 
production will be taken into account including amortizations, transport ta¬ 
riffs and reasonable profits. 


CHAPTER VI 

PROGRAMS, BUDGETS, REPORTS, AUDITING AND CONTROL OF 

OPERATIONS 

CLAUSE 28 

Approval of Programs and Budgets 


28.1 The Contractor shall submit for the approval of the Ministry concerned, up 
to 1st December of each year, a detailed program of the activities to be 
carried out in the subsequent calendar year, including an investment budget. 
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CLAUSE 29 
Report 


29.1 The Contractor shall submit to the Government in the first month of each 
year, a detailed report, specifying matters concerning exploration, exploitation, 
production, reserves transport, industrial activities, internal sales, exports, per¬ 
sonnel and other details of the work carried out in the inmediately preceding 
year. 


CLAUSE 30 
Supply of Information 


30.1 The Contractor shall supply the Ministry concerned, at the end of each 
quarterly period or whenever required, the reports regarding all the topo¬ 
graphical, geological, geophysical surveys, drilling data, production, 
evaluation reports and estimates of reserves as well as other activities, at¬ 
taching the pertinent plans and documents. 

30.2 He will also supply to the aforementioned Ministry the economical data 
requested regarding investments and amortization systems, and in general, 
on any aspect of exploration, exploitation, industrialization, marketing and 
transport, detailing all the costs of such operations. 

CLAUSE 31 

Accounting, Balance Sheets and Inventories 


31.1 The Contractor shall keep in his main office in Ecuador and in the Spanish 
language, the financial accounting and costs accounting with the pertinent 
books and vouchers. 

31.2 The Contractor shall submit to the Ministry concerned, within the first 
quarter of each year, the general balances, the account of results and the 
inventories, with all their attachments, regarding the fiscal period of the 
inmediately preceding calendar year. 

31.3 When there are two or more contractors for one contract, they will keep, 
in addition to the accounting books mentioned in paragraph 31.1, accounts 
reflecting the operations of the parts that are joint work and shall submit 
the economic and financial reports required by the pertinent Laws. 
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CLAUSE 32 

Auditing and Control of Activities 

32.1 The auditing and fulfillment of the contract and the carrying out of the 
operations as well as the application of the Hydrocarbons Law, correspond 
to the Ministry concerned. 


CHAPTER VII 

EXPORTS OF PETROLEUM AND FREE GAS 
CLAUSE 33 

Exports of Petroleum and Free Gas 

33.1 Once the national requirements are fulfilled and the Contractor has com¬ 
plied with the requirements set down in the pertinent Laws and Regulations 
of the contract, the Ministry concerned shall authorize exports of petro¬ 
leum and free gas. 

33.2 The Contractor shall effect the maritime transport of hydrocarbons ex¬ 
ported, in accordance with the Freight Reserve Law, its Regulations and 
the General Law of Maritime Traffic. 

CHAPTER VIII 

GOVERNMENT REVENUE DURING THE EXPLOITATION PERIOD, 
REFERENCE PRICES AND FOREIGN CURRENCY REGIME 

CLAUSE 34 

Entry Premium 

34.1 As an Entry Premium during the exploitation period, the Government shall 
collect the amount of - sucres per hectare, per year. 


CLAUSE 35 
Surface Rights 

35.1 The Government shall collect, per hectare retained and for each year, a sur¬ 
face right of _ surces in the first five years and 

from the sixth year on to the termination of the exploitation period _ 

_sucres. This payment shall be made in the same manner 
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as set down in the preceding Clause. When areas are returned after the 
31st January, there will be no cause for re-settlement nor any compen¬ 
sation whatsoever. 


CLAUSE 36 
Royalties 

36.1 The Government shall receive monthly a royalty of- 

per cent on the gross production of crude oil measured in the storage tanks 
in the collection centers, after separating the water and foreign matter, 
when the average production of the respective month does not readi to 

thirty thousand barrels per day. This royalty will be increased to - 

_ per cent when the average production in the respective 

month is of thirty thousand or more barrels and does not attain to sixty 

thousand barrels per day, and the royalty shall be increased to - 

per cent when the average production is of sixty thousand or more barrels per day. 

36.2 For the gas produced in free gas deposits and for the products obtained 

from the said deposit, the Contractor shall pay a monthly royalty of- 

_ per cent, without there being a duplication in payment for 

these concepts. No royalties shall be paid for injected gas, re-injected gas, 
or re-circulated gas, nor for gas burnt in burners or thrown into the air 
after approval is obtained from the Ministry concerned, in accordance with 
the provisions set down in Clause 22.3. 

36.3 Royalties may be paid in kind or in cash, at the option of the Ministry 
concerned, and the delivery shall be made in accordance with the Hydro¬ 
carbons Law, the pertinent Regulations and the Ministerial Resolutions. 

36.4 Royalties for losses and consumption by the Contractor of crude oil and free gas, 
shall be paid for in accordance with the price quoted in the home market. 

CLAUSE 37 
Compensation Works 

37.1 According to the Government plans, the Contractor shall carry out as com¬ 
pensation works: 


_for an 

amount of _ sucres, equivalent to - 

_ sucres per hectare. This investment shall be made during the 

first five years of the exploitation period. 
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CLAUSE 38 

Dues for the Use of Water and Materials 


38.1 The Contractor shall pay, in advance, within the first thirty days of each 

year of the exploitation period, the amount of - sucres, 

for the use of water and natural construction materials found in the con¬ 
tracted area. This payment shall include those provided for in the Water 
Law. 


CLAUSE 39 

Contribution for Education 

39.1 The Contractor shall pay as a contribution for the development of nation¬ 
al technical education and for the granting of scholarships in Ecuador or 

abroad, for specialized studies in the hydrocarbon industry field - 

_sucre cents per each barrel of oil produced, to be administered by 

the Educational Credit Institute, without waiver of the payment the Con¬ 
tractor may have made for this item in the exploration period. 

CLAUSE 40 
Other Liens 

40.1 The Contractor is under the obligation to pay to the Government, all the 
taxes, encumbrances, contributions and other commitments of a general 
nature set down by the tax laws of Ecuador. 

40.2 The Contractor shall subject himself to the provisions whidi are issued re¬ 
garding the procedures for the collection of taxes, in accordance with the 
Law, both by the Ministry of Finance and the Monetary Board. 

40.3 In the cases considered by the Law, the Contractor shall act as a retaining 
agent and shall be responsible for the payment of taxes or contributions of 
his personnel and/or of his sub-contractors, as well as any other tax origi¬ 
nating in Ecuador which is levied on natural or juridical persons who are 
not domiciled in Ecuador and who have any economic relation with the 
Contractor. 

40.4 If the Contractor suffers losses in operations other than those of the Con¬ 
tract, he may not deduct these losses from the profits derived from the Con¬ 
tract. 
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CLAUSE 41 
Reference Prices 

41.1 The royalties in cash,. income tax and Government participations and, in 
general, the taxes which depend on the sales prices of hydrocarbons in the 
foreign markets, shall be regulated by the petroleum reference prices, for 
products and by-products. 

If, due to any circumstance the actual sales amount are over and above; 
the reference prices, the taxes and encumbrances shall be estimated based 
on the real sales prices. The Government shall have, at all times, the right 
to verify hydrocarbon export prices. 

CLAUSE 42 

Foreign Currency Regime 

42.1 The treatment for foreign currencies corresponding to Ecuador’s petroleum 
activities, shall be subject to the pertinent legal provisions. 

CHAPTER IX 

OTHER CONTRACTUAL OBLIGATIONS 
CLAUSE 43 
Personnel Regime 

43.1 The Contractor, in the operations he carries out directly or through sub¬ 
contracts, shall employ a minimum number of Ecuadorians equivalent to 
ninety-five per cent (95%) of workmen’s personnel, ninety per cent (90%) 
of administrative personnel and sixty-five per cent (65%) of technical per¬ 
sonnel, unless there are no Ecuadorian Technicians available which point will 
be decided upon by the Ministry concerned. In a time term of two years 
from the execution of this contract, ninety-five per cent (95%) of the ad¬ 
ministrative personnel shall be Ecuadorian. 

43.3 The Contractor shall build hygienic and comfortable housing for his 

Contractor and his sub-contractors shall subject themselves strictly to the 
laws regarding professional defense, labour, and social security in force in 
Ecuador. 

43.3 The Contractor shall build hygienic and comfortable housing for his 

employees and workmen in the stable work camps, according to the plans 
and specifications approved by the Ministry concerned and the competent 
Government organisms. Furthermore, the Contractor with the advisory ser- 
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vice of the competent Government organisms shall also build offices to be 
used for medical and social services. 

43.4 Likewise, the Contractor shall take all sanitary precautions whidi are neces¬ 
sary to protect the health of his employees and shall provide the most ad¬ 
visable facilities to improve the cultural sporting and recreational conditions 
required by the social relations of his personnel. 

CLAUSE 44 
Sub-Contractors 

44.1 The Contractors may use the services of specialized sub-contractors after an 
analysis is made of the tedmical and economical advisability of sudi ser¬ 
vices. 

44.2 The sub-contractors must fulfill all the legal and regulatory requirements 
issued in this respect. 


CLAUSE 45 
Practice and Studies 

45.1 The Contractor shall receive annually - students 

or graduates from various higher tedmical schools related with the petroleum 
industry, with the purpose that they acquire practical knowledge and to 
study in the work camps and industries. 

45.2 Expenses for transport, housing, food, medical attention and economical 
subsidies shall be paid by the Contractor. 

CLAUSE 46 

Supply of Facilities to Public Officials 

46.1 The Contractor shall supply the facilities required and which are determined 
by the Ministry concerned, to inspectors and other officials who in the 
course of their duties visit the camps and work sites, after a pertinent notice 
is given. 


CLAUSE 47 

Use and Conservation of Goods 


47.1 The contractor shall employ modern and efficient machinery and he will 
use the most suitable technological methods in the carrying out of his work. 
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so as to obtain greater productivity in the exploitation of the deposits, and 
shall fulfill in all cases the conservation policy regarding oil reserves as set 
down by the Government. 

47.2 The Contractor is under the obligation to keep in good operational condi¬ 
tions all equipment, machinery, tools, installations and other movable and 
immovable goods which he acquires for exploration and exploitation opera¬ 
tions of hydrocarbons, in accordance with the stipulations of this contract 
and shall be responsible for the strict fulfillment of these requirements in 
cases of negligence, carelessness or theft. This responsibility shall not apply 
in cases of accidents, use of consumable goods and wear and tear due to 
normal use. 


CLAUSE 48 

Authorization to Dispose of Goods 

48.1 The Contractor may not attach, encumber, withdraw or abandon any part 
of the goods which are his property and to which reference is made in the 
preceding Clause, during the time of the contract, without authorization 
being given by the Ministry concerned. 

48.2 The Contractor may not transfer or attach those articles which are imported 
free of duty and which are not used by the Contractor, without first obtain¬ 
ing a favourable report of the Ministry concerned, which Ministry jointly 
with delegates of the Ministry of Finance shall assess such goods for the 
purpose of collecting the corresponding customs duties. In case these ar¬ 
ticles are sold, transferred, or destined for a different use than for that 
for which these were imported, the stipulations set down in the Organic 
Customs Law shall apply. 


CLAUSE 49 
Tax Exemptions 

49.1 The Ministry of Finance, upon receiving a favourable report from the Min¬ 
istry concerned, shall grant customs duty exemption for the import of 
equipment, machinery, implements and other materials required for the ex¬ 
ploration and exploitation of hydrocarbons, during the exploration period 
and the first ten years of the exploitation period, on condition that such 
articles are not manufactured in Ecuador. 

49.2 In accordance with Article 80 of the Hydrocarbons Law, the Contractor 
may bring into Ecuador on a temporary basis, with the authorization of 
the Ministry concerned, petroleum equipment or machinery with a time term 
of up to three years, subject in all else to the Organic Customs Law. 
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CLAUSE 50 

Expropriations, Rights of Way and Indemnities 

50.1 The expropriation of lands, buildings, installations and other goods, as 
well as the establishment of general or special rights of way, required for 
the development of the petroleum industry, shall be done by the Ministry 
concerned. 

50.2 The indemnities which the Contractor must pay for damages caused to 
lands, crops, buildings and other goods, due to exploration or exploitation 
operations or any other phase of the petroleum industry, shall be deter¬ 
mined by experts appointed by the parties. In case of disagreement, the 
Ministry concerned shall appoint a third expert, whose sentence shall be 
final. 


CLAUSE 51 
Airports and Ports 

51.1 The construction and use of ports and airports and all matters concerning 
navigation or air navigation shall be subject to the norms and regulations 
set down by the Merchant Marine and Coastal Bureau and the General 
Bureau of Civil Aviation, as the case may be. 

CLAUSE 52 

Use of Communication Means 

52.1 The Contractor shall open for public use, all communication means, air¬ 
ports, maritime and river ports which he builds, as required by the Min¬ 
istry concerned in coordination with the pertinent Government organisms. 

CLAUSE 53 

Conservation of Natural Resources 

53.1 The Contractor shall adopt the measures deemed advisable for the protec¬ 
tion of the flora, fauna and other natural resources as well as avoiding 
contamination of water, air and land, under the control of the competent 
Government organisms. 
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CLAUSE 54 
Investment of Profits 

54.1 Once the income tax i$ paid, the Contractor shall invest in Ecuador - 

- per cent of his net profits, according to the annual balan¬ 
ces submitted to the Company Superintendence Office. This investment 
whidi must be made in maximum time terms of five years, shall be made 
to develop the Company itself, in industries connected with the petroleum 
field or in other industries whidi are declared of interest for the economic 
development of Ecuador by the competent organisms. The volume of the 
re-investment shall be on an average basis so that what is re-invested in one 

year in excess of the_per cent shall be diarged 

to those years in which a leser re-investment is made. 

CLAUSE 55 

Transfer or Integration of Consortiums or Associations 

55.1 The Contractor may not transfer the present contract or cede to third par¬ 
ties one or more of the rights he acquires in accordance with the said con¬ 
tract, or integrate consortiums or associations for petroleum exploration 
and exploitation operations, without prior authorization being given by 
the Ministry concerned. The acts or contracts executed in infringement of 
this Clause shall be null and void and shall be cause for declaring the con¬ 
tract terminated, in accordance with the Law. 

55.2 In case sudi transfer is allowed, the Ministry concerned will establish the 
amount it will collect on account of a transfer premium, and the benefited 
companies must execute a new contract, with more favourable financial 
terms for the State. 

CLAUSE 56 
Expiry and Penalties 

56.1 The Ministry concerned shall declare the expiration of the present contract 
if the Contractor incurs in any of the causes enumerated in the Hydro¬ 
carbons Law. 

56.2 Before declaration is made of the cancellation of the contract, the Ministry 
concerned shall notify the Contractor so that in a time term of not less 
than 30 days nor more than 60 days from the date of the notification, he 
fulfills the obligations whidi have not been complied with or he explains 
the charges made. 
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56.3 The lack of fulfillment of the contract, or the infringement of the Law or of 
the Regulations which do not produce cancellation shall be penalized in 
accordance with the Law and the Regulations. 

CLAUSE 57 

Jurisdiction and Arbitration 

57.1 The Contractor submits himself to the laws, judges and courts of Ecuador, 
to the summary verbal process and expressly renounces all claims through 
diplomatic channels. 

57.2 For the purposes of this contract, the city of Quito, capital of Ecuador is 
established as being the domicile. 

57.3 For civil and labour matters the officials of the place where the events 
happen which are the cause of a judicial claim, are also authorized to deal 
with them. 

CLAUSE 58 

Termination of the Contract and Reversions 

58.1 At the end of the contract due to maturity of the time term or for any 
other cause such as the non-discovery during the exploration period of hy¬ 
drocarbon reserves commercially exploitable, the Contractor shall deliver 
to CEPE without any cost whatsoever to CEPE and in good state of pro¬ 
duction, the wells which are in operation on that date and in good condi¬ 
tions all the equipment, tools, machinery and other elements for exploration, 
exploitation or production of oil, industrial installations and transport in¬ 
stallations and other movable and immovable goods which were acquired 
for the purposes of the contract. 

58.2 It shall be considered that there is just cause for suspending exploitation 
operations when there is a case of force majeure, Act of God, or the cir¬ 
cumstance that it is financially adverse for the Contractor to exploit the 
contracted area. The Contractor shall give due advice to the Ministry con¬ 
cerned of these facts and the termination or continuation of the contract 
shall be subject to the terms agreed upon by the parties, despite the provi¬ 
sions of the preceding Clause. 

58.3 In case the cancellation of the contract is declared, in addition to the de¬ 
livery of the movable and immovable goods, the reversion of the contracted 
area shall be automatic and the guarantees provided by the Contractor 
shall be made effective, without waiver of civil and penal actions which may 
be called for. 
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CHAPTER X 

SPECIAL PROVISIONS RELATED WITH THE CONTRACT 

CLAUSE 59 

Cepe's Option to Participate 

59.1 CEPE may acquire up to _ per cent of the rights 

and shares conferred in the present contract and the assets acquired by the 
Contractor for the purposes of this agreement, upon payment of the value 
of the rights, assets and corresponding obligations in accordance with the 
terms and conditions to be determined by the parties. If CEPE decides to 

exercise this right, it will notify so, not earlier than _ days 

prior to the end of the _year after the signature 

of this contract. 


CLAUSE 60 
Contractual Substitution 

60.1 In view of the provisions set down in the Transitory Provisions Five and 

Six of Article 1, of Decree No. 430 of 6th June, 1972, the contracts exe¬ 
cuted on - are totally substituted by means 

of the present contract, from the date of its registration in the Hydro¬ 
carbons Registry. Therefore, the parties hereinafter shall only be governed 
by the stipulations set down in the public instrument herein. 

CLAUSE 61 

Registration of the Contract 

61.1 The Contractor shall register in the Hydrocarbons Registry the contract 
herein with a time term of fifteen days, from the date of the granting of 
the pertinent public deed and he may not exercise the rights acquired by 
him in the contract except on the date of registration. 

CLAUSE 62 

Public Deed Expenses and Copies 

62.1 The expenses required to execute the pertinent public deed, including four 
certified copies whidi must be delivered to the Ministry concerned, shall be 
paid for by the Contractor. 
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ARTICLE 2 


The financial commitments to be set down in the new contracts may not be in¬ 
ferior to the minimum commitments set down in the Hydrocarbons Law. 

ARTICLE 3 

Upon signing the new contracts If the contractors are already in the exploitation 
period, a clause will be added which states that the obligations set down for the 
exploration period are not applicable, as well as all the other commitments al¬ 
ready fulfilled to the satisfaction of the Ministry concerned. 

In those contracts in whidi this is necessary, a clause shall be added or explanatory 
texts which the Ministry concerned considers necessary so that upon signature of 
the new contract these are provided for clearly and will concern the obligations 
and rights of the parties thereto. 

The contractors who have carried out the devolution of the areas as set down in 
Decree No. 430 of 6th June, 1972, shall have the right to retain the areas they 
have on the present date until the expiration of the time terms set down in the 
new contracts. Such time terms may not exceed those set down in Article 21 of 
the Hydrocarbons Law. 

The compensation works and the special surface rights set down in the new con¬ 
tracts shall take into account the stipulations set down in the aforementioned 
Decree No. 430. 


ARTICLE 4 

The Contractors who are in the exploration period, shall execute the contract 
herein, in accordance with the provisions set down in Decree No 430 of 6th June, 
1972, and shall fulfill all the applicable provisions of the preceding Article. 

ARTICLE 5 

The instruments of delivery or transfer whidi were necessary to make effective the 
transfer to the Government of movable and immovable goods, at the termination 
of the contract and the corresponding registrations shall be exempt from all taxes. 

ARTICLE 6 


The Decree herein is a special Decree and shall prevail over and above any pro¬ 
visions in opposition to it. 
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ARTICLE 7 

The execution of this Decree, whidi will come into force from the date of its 
publication in the Official Registry Bulletin, is entrusted to the Minister of Natural 
Resources and Energy. 

Given at the National Palace in Quito on 27th March, 1973. 

Guillermo Rodriguez Lara 

(sgd.) Gustavo Jarrln Ampudia 
Navy Captain 

Minister of Natural Resources and Energy 


DECREE No. 1393 

FIXING NEW REFERENCE PRICES FOR OIL EXPORTS 


GENERAL QUILLERMO RODRIGUEZ LARA, 

PRESIDENT OF THE REPUBLIC 

After considering, 

that Article 65 of the Hydrocarbons Law sets up that money royalties, income tax, 
the State participations and, generally, all taxes which depend on the hydrocar¬ 
bons sale prices in the foreign market, will be regulated by the reference prices 
of oil, and of oil products and derivatives fixed by the executive power; 
that oil prices have been raised substantially in the international market; 
and making use of the powers bestowed upon me, I decree, 

ARTICLE 1 

The reference price for the export of 28 gds. API oil is hereby established, as of 
December 16th, at 00:00 hours, in U.S. $ 10 per barrel, equivalent to 250 
sucres, which price being increased or decreased by U.S. $ 0.10 (s/. 2.50) per every 
API degree, respectively. Fractions of degree will be computed proportionately. 
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ARTICLE 2 

Reference prices for crude oils bearing a sulphur content under 0.5% will be those 
shown in Article 1 plus S. 2.50 (U.S. $ 0.10) per barrel. Reference prices for crude 
oils bearing a sulphur content over 1.0% and under or equal to 1.5% will be decreased 
in S 1.25 (U.S. $ 0.05) per barrel. 


ARTICLE 3 

Computation of workers’ share and income tax will be provisionally made on 
a total estimated operating cost of U.S. $ 0.45 per barrel. This estimated cost will 
be readjusted to its real value once the latter has been established by the Ministry 
of Natural Resources and Energy, and then the participations and taxes will be 
resettled accordingly. 


ARTICLE 4 

In the future financial periods, the known real operational cost for a calendar 
quarter will be taken as the estimated cost for the next quarter and so on. Taxes 
and participations will be resettled according to the real values of the cost cor¬ 
responding to eadi quarter. 


ARTICLE 5 

The tariff of oil transportation by the pipeline is hereby set forth in U.S. $ 0.24 
per barrel, which price includes a State participation of U.S. $ 0.014, the operational 
cost and the pipeline amortization. 


ARTICLE 6 

The increase of the national revenue coming from the fixation of the present 
reference price will be entered into a special dollar account of the Central Bank 
of Ecuador named “National Development Fund”, and will be used for financing 
top priority projects and those approved by the President of the Republic, in 
accordance with the integrated plan for transformation and development. 

ARTICLE 7 

The Fund set forth in the above Article will be managed by an Inter-Institutional 
Council made up of the Ministers of Finance, Industry, Trade and Integrations, 
Agriculture and Livestock, Public Works and Communications, Natural Resour¬ 
ces and Energy, and the President of the Economic Planning and Coordination 
Board. 
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The use of these resources will be ruled by the aforesaid Council within 30 days 
after this decree comes into effect. 

ARTICLE 8 

The present decree will come into effect as of this date, independently of its being 
published in the Official Gazette. The Minister of Finance and the Minister of 
Natural Resources and Energy will be in charge of enforcing this decree. 

Done at the National Palace 
Quito, 14th December, 1973 

signed 

General Guillermo Rodriguez Lara, 

President of the Republic 

Gustavo Jarrin Ampudia Econ. Enrique Salas C. 

Coronel, General Staff Minister of Finance 

Ecuadorian Navy 
Minister of Natural Resources 
and Energy 
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SUPPLEMENTAL AGREEMENT BETWEEN THE NATIONAL IRANIAN 
OIL COMPANY (NIOC) AND AMOCO IRAN OIL COMPANY 


This Supplemental Agreement made by and between the National Iranian Oil 
Company, hereinafter referred to as First Party, and Amoco Iran Oil Company, 
a company incorporated under the laws of the State of Delaware, United States 
of America, hereinafter referred to as Second Party; 

Whereas a Joint Structure Agreement (hereinafter referred to as the Principal 
Agreement) effective from June 5, 1958, corresponding to 15 Khordad 1337, has 
been entered into between First Party and Pan American Petroleum Corporation; 
Whereas Pan American Petroleum Corporation transferred all of its interest, rights 
and obligations under the Principal Agreement, in conformity with the provisions 
of Article 36 thereof, to Pan American International Oil Company; 

Whereas Pan American International Oil Company has changed its name to 
Amoco Iran Oil Company as from October 10, 1969; 

Whereas as a result of negotiations. First and Second Parties have agreed to 
amend and elucidate certain provisions of the Principal Agreement; 

Now therefore, it is hereby agreed between First Party and Second Party as follows: 


ARTICLE I 


The rate of income tax set out in Section 1 (a) of Article 31 of the Principal 
Agreement has been revised and changed to fifty-five per cent (55%) as from 
November 14, 1970 (22 Aban 1349) in conformance with the Act of 29 Esfand 
1349 amending Article 173 of the Direct Taxation Act of 28 Esfand 1345. 
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ARTICLE II 

The amount to be deducted during eadi Taxation Period by Second Party from 
its gross receipts in respect of amortization of total exploration expenses, whidi 
shall include the full amount paid to First Party under Article 15 (12) of the 
Principal Agreement, shall in no case be less than the equivalent of ten (10) cents 
per barrel of all petroleum exported as provided for in Article 15 (11) of the 
Principal Agreement. Any deduction above the said amount of ten (10) cents 
per barrel shall be subject to the prior written approval of the Ministry of Fi¬ 
nance and the First Party. 


ARTICLE III 

The income tax in respect of eadi Party’s fifty percent (50%) share of crude oil 
during any Taxation Period shall be paid directly by the Party concerned. The 
affiliates of either Party shall not be required to make any payment to any 
governmental authority in Iran whether central or local for the purchase or export 
of crude oil from the Agreement Area in addition to taxes already paid by the 
Parties. 


ARTICLE IV 

This Supplemental Agreement which has been signed by the Parties shall be sub¬ 
ject to the approval of the Legislature and shall be effective as from the date 
when the act concerning its approval has received the Royal assent. 

This Supplemental Agreement was executed and delivered at Tehran on this 

- day of - 1351 

corresponding to the - day of _ 1972. 

NATIONAL IRANIAN OIL COMPANY 

BY _ 

Chairman of the Board and 
General Managing Director 


AMOCO IRAN OIL COMPANY 

BY _ 

President 


This Supplemental Agreement 

came into force on 24th February, 1973, 
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SECOND SUPPLEMENTAL AGREEMENT 
Between 

THE NATIOl^AL IRANIAN OIL COMAPNY (NIOC) 

and 

AGIP S. p. A. 


Second Supplemental Agreement made by and between the National Iranian Oil 

Company (NIOC) represented by _ and AGIP S.p.A. 

(hereinafter called “AGIP”), an Italian corporation represented by - 

Whereas an Agreement, (hereinafter referred to as “the Principal Agreement”) 
and effective as from August 27th 1957, was concluded by and between NIOC 
and AGIP MINERARIA; 

Whereas AGIP MINERARIA was subsequently merged into AGIP and AGIP 
became the successor of AGIP MINERARIA with respect to the latter’s rights 
and obligations under the principal agreement; 

Whereas, NIOC and AGIP, by virtue of “the Supplemental Agreement” dated 
July 30th 1969, supplemented "the Principal Agreement”; 

Whereas NIOC AGIP have further agreed to amend and elucidate certain pro¬ 
visions of the Principal Agreement; 

Now therefore, it is hereby agreed between NIOC and AGIP as follows: 

ARTICLE 1 

Article 4 of the principal Agreement shall be amended as follows: 

NIOC and/or its subsidiary companies shall subscribe 30% of the initial capital 
of SIRIP AND AGIP MINERARIA and/or its subsidiary companies shall sub¬ 
scribe the remaining 50%. Accordingly in this Agreement the terms NIOC and 
AGIP MINERARIA mean respectively the NIOC group and the AGIP MINE¬ 
RARIA group. 

Parity of participation by the two groups shall find expression in the constitution 
of the Board of Directors, half of the members of which shall be appointed by 
NIOC, and the other half by AGIP MINERARIA. 

The selection of a Chairman, a Vice-Chairman, Managing Director and Deputy 
Managing Director from among the Members of the Board shall be effected in 
the manner laid down in the Statutes of SIRIP, it being understood that, for a 

period of the five years starting from - the Vice-Chairman and 

the Managing Director shall be from among the Directors nominated by NIOC 
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and the Chairman and the Deputy Managing Director from the Directors nom¬ 
inated by AGIP. 

The said arrangement shall be reversed after each five-year period so that the 
above-mentioned offices shall be held alternately by the Directors nominated by 
NIOC and AGIP eadi holding two of the offices at any time. 

SIRIP shall have two Auditors and eadi of NIOC and AGIP shall appoint one 
of them. 

The technical management of the company shall be entrusted to persons appointed 
by the Managing Director, who shall select them, pursuant to Article 33, from 
the personnel nominated by AGIP. It is understood that technical management 
means management of the operations of exploration, development, exploitation, 
transport and loading of Petroleum. 

The Directors, Auditors, and Managers may be of Iranian or foreign nationality. 

ARTICLE 2 

Article 6 of the Principal Agreement shall be repealed. 

ARTICLE 3 

The last sentence of Article 16 of the Principal Agreement shall be amended to 
read: "Depreciation shall be calculated at an average rate of 10% per annum”. 

ARTICLE 4 

Article 17 of the Principal Agreement shall be superseded by the following text: 
SIRIP shall be subject to taxation in accordance with the Iranian Income Tax 
Laws as they may prevail from time to time. 

SIRIP’s tax liability shall be assessed on the basis of its net income from the 
operations authorized under the Principal Agreement, computed in accordance 
with accounting practices generally accepted in the petroleum industry in Iran. 

ARTICLE 5 

Article 39 of the Principal Agreement shall be superseded by the following text: 
The parties undertake to carry out the terms and provisions of this Agreement in 
accordance with the principles of mutual good will and good faith and to respect 
the spirit as well as the letter of the said terms and provisions. 

Unless the parties otherwise agree, this Agreement shall not be terminated or dis¬ 
solved prior to the expiration of its term except by a decision, made by an 
Arbitration Board appointed in accordance with Article 44 of this Agreement, 
that it has been terminated by breach or dissolved by total impossibility of per¬ 
formance. 
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ARTICLE 6 

Article 40 of the principal Agreement shall be superseded by the following text: 
The Principal Agreement, as well as any supplement thereto shall be governed 
by and interpreted according to the Laws of Iran, and where they are silent, the 
provisions of the Petroleum Act shall apply. 

ARTICLE 7 

Article 44 of the Principal Agreement shall be superseded by the following text: 

ARTICLE 44 
Arbitration 

1. Any dispute arising from the execution or interpretation of the provisions of 
this Agreement shall be settled by an Arbitration Board consisting of three (3) 
arbitrators. Each of the parties shall appoint an arbitrator and the two (2) 
arbitrators before proceeding to arbitration shall appoint a third arbitrator 
who shall be the President of the Arbitration Board. 

2. The party which requests recourse to arbitration shall notify the other party, 
suting the questions he desires to submit to arbitration, as well as the name, 
qualiHcation and address of his arbitrator and the acceptance of the latter. 
Within 30 days from the date of such notification the other party shall ad* 
vise the complainant of the name, qualification, address and acceptance of 
his arbitrator and the questions whidi in his turn he desires to submit to 
arbitration. 

Failing such notification, the complainant shall have the right to apply to the 
President of the Supreme Court of Iran to appoint the second arbitrator. 

3. If the two arbitrators cannot within two months from the date of the ap¬ 
pointment of the second arbitrator agree on the person of the third arbitrator, 
the latter shall, if the Parties do not otherwise agree, be appointed, at the 
request of either Party, by the President of the Supreme Court of Iran. 

4. Any arbitrator appointed by the said President under Sections 2 and 3 
above shall be an individual of integrity and appropriate experience and shall 
not be closely connected with nor have been in the public service of, nor be 
a national of Iran nor of Italy. 

5. The arbitrators shall notify their acceptance of the nomination to both Par¬ 
ties, and to the President of the Supreme Coun of Iran if they shall have 
been appointed by the said president, within thirty days of receiving notice 
of their nominatation. Failing such notification, it shall be assumed that they 
have refused the nomination and a new appointment shall be made in ac¬ 
cordance with the same procedure. 

6. The award which shall be final and binding may be given by a majority of 
the Arbitration Board. The Parties undertake to comply with it in good faith 
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and either Party may seek execution of the award in any Court having 
jurisdiction over the Party aginst whom the execution is sought. 

7. The place of arbitration shall be Tehran, Iran, unless the Parties agree upon 
an alternate site. 

8. The arbitrators shall have the power to nominate experts to report on points 
set out in their terms of reference. 

9. Pending the issue of decision of award, the operations or activities which have 
given rise to the arbitration need not be discontinued. In case the decision 
or award recognise that the complaint was justified, provision may be made 
therein for such reparation as may appropriately be made in favour of the 
complainant. 

10. The cost of an Arbitration shall be awarded at the discretion of the Arbitra¬ 
tion Board. 

11. Wherever appropriate, decisions and awards hereunder shall specify a time 
for compliance therewith. 

12. Either Party may within fifteen (15) days of the date of the communication 
of the decision or award to the parties, request the Arbitration Board who 
gave the original decision or award, to interpret the same. Sudi a request 
shall not affect the validity of the decision or award. Any such interpretation 
shall be given within one (1) month or award shall be suspended until the 
interpretation of the date on which it was requested and the execution of the 
decision or award shall be suspended until the interpretation is given or the 
expiry of the said month, whichever first occurs. 

13. The provisions of this Agreement relating to Arbitration shall continue in 
force notwithstanding the termination of this Agreement. 

14. Should the parties reach an agreement on the issue submitted to the arbitration prior 
to the issuances of the award by the Arbitration Board, such agreement shall 
be recorded in the form of an “arbitral award made by consent of the 
Parties” and the mission of the Arbitration Board shall thus terminate. 

ARTICLE 8 

Article 45 of the Principal Agreement shall be superseded by the following text: 

The Parties shall extend to the Arbitration Board all facilities (including access 
to the Petroleum Operation) for obtaining any information required for the pro¬ 
per determination of the dispute. The absence or default of any Party to an ar¬ 
bitration shall not be permitted to prevent or hinder the arbitration procedure 
in any or all of its stages. 

If for any reason a member of the Arbitration Board after having accepted the 
functions placed upon him Is unable or unwilling to enter upon or to complete 
the determination of a dispute, then unless the Parties otherwise agree, either 
Party may request the President of the Supreme Court of Iran to appoint a sub¬ 
stitute to the said member, in accordance with the regulations laid down in this 
Article. 
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ARTICLE 9 

In respect of its fifty percent share of Petroleum, AGIP shall pay to NIOC a 
stated payment at the rate of twelve and half percent ( 12 V 2 %) of the value, in 
U.S. Dollars at applicable posted price of such petroleum. 

The said payments shall be' made on a monthly basis according to estimates to 
be made by SIRIP within fifteen days after the end of each month. Final settle¬ 
ment shall be made on the basis of calculations to be made by SIRIP within two 
months after the end of each year. 

NIOC shall be entitled to uke crude oil (valued at the applicable posted prici 
thereof) in lieu of all or part of the stated payments referred to in this Article. 

ARTICLE 10 

SIRIP shall pay to NIOC, in respect of each area an annual rental in U.S. Dollart 
as stated below: 


(a) For Bahregansar area (Comprising seventy Sq. Kms.). 


Starting from 1973 up to and including 1975 
Starting from 1976 up to and including 1980 
Starting from 1981 up to and including 1985 

(b) For Hendijan area (Comprising 37 Sq. Kms.) 


Starting from 1973 up to and including 1974 
Starting from 1975 up to and including 1979 
Starting from 1980 up to and including 1984 
Starting from 1985 up to and including 1989 
Starting from 1990 up to and including 1994 

(c) For Nowruz area (Comprising 113 Sq. Kms.) 


Starting from 1973 up to and including 1975 
Starting from 1976 up to and including 1980 
Starting from 1981 up to and including 1985 
Starting from 1986 up to and including 1990 
Starting from 1991 up to and including 1995 


V.S. i Per 
Sq. Kms. 
600 
780 
1050 


U.S. I Per 
Sq. Kms. 
400 
480 
600 
780 
1050 


U.S. I Per 
Sq. Kms. 
400 
480 
600 
780 
1050 


(d) For Zagros area (Comprising-Sq. Kms.) 

This Second Supplemental Agreement 
came into force on 11th June, 1973 
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IRAN — CONSORTIUM OIL SALES AND PURCHASE 
AGREEMENT OF 1973 


THIS AGREEMENT made by and between IRAN (acting through the Imperial 
Government of Iran), and the NATIONAL IRANIAN OIL COMPANY (a cor¬ 
poration organised and existing under the laws of Iran), as the First Parties and 
as Second Parties the following: 

GULF OIL CORPORATION (a corporation organised and existing under the 
laws of Pennsylvania, U.S.A.), MOBIL OIL CORPORATION (a corporation 
organised and existing under the laws of New York, U.S.A.), EXXON CORPO¬ 
RATION (a corporation organised and existing under the laws of New Jersey, 
U.S.A.), STANDARD OIL COMPANY OF CALIFORNIA (a corporation or¬ 
ganised and existing under the laws of Delaware, U.S.A.), TEXACO INC. (a cor¬ 
poration organised and existing under the laws of Delaware, U.S.A.), THE BRI¬ 
TISH PETROLEUM COMPANY LIMITED (a corporation organised and exist¬ 
ing under the laws of England), SHELL PETROLEUM, N.V. (a corporation 
organised and existing under the laws of the Netherlands), COMPAGNIE 
FRANCAISE DES PETROLES (a corporation organised and existing under the 
laws of France), AMERICAN INDEPENDENT OIL COMPANY (a corpora¬ 
tion organised and existing under the laws of Delaware, U.S.A.), ATLANTIC 
RICHFIELD COMPANY (a corporation organised and existing under the laws 
of Pennsylvania, U.S.A.), CONTINENTAL OIL COMPANY (a corporation or¬ 
ganised and existing under the laws of Delaware, U.S.A.), GETTY OIL COM¬ 
PANY (a corporation organised and existing under the laws of Delaware, U.S.A.), 
CHARTER OIL COMPANY (a corporation organised and existing under the 
laws of Florida, U.S.A.), THE STANDARD OIL COMPANY (OHIO) (a cor¬ 
poration organised and existing under the laws of Ohio, U.S.A.), GULF INTER¬ 
NATIONAL COMPANY (a corporation organised and existing under the laws 
of Delaware, U.S.A.), MOBIL OIL IRAN INC. (a corporation organised and 
existing under the laws of Delaware, U.S.A.), ESSO TRADING COMPANY OF 
IRAN (a corporation organised and existing under the laws of Delaware, U.S.A.), 
IRAN CALIFORNIA OIL COMPANY (a corporation organised and existing 
under the laws of Delaware, U.S.A.), TEXACO IRAN LTD. (a corporation orga¬ 
nised and existing under the laws of Delaware, U.S.A.), CALTEX (IRAN) 
LIMITED (a corporation organised and existing under the laws of the Bahama 
Islands), OIL TRADING COMPANY (IRAN) LIMITED (a corporation orga¬ 
nised and existing under the laws of England), NEDERLANDS-IRAANSE 
AARDOLIE HANDEL-MAATSCHAPPIJ (NETHERLANDS IRANIAN OIL 
TRADING COMPANY) N. V. (a corporation organised and existing under the 
laws of the Netherlands), AMERICAN INDEPENDENT OIL COMAPNY OF 
IRAN (a corporation organised and existing under the laws of Delaware, U.S.A.), 
ARCO IRAN, INC. (a corporation organised and existing under the laws of 
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Delaware, U.S.A.), SAN JACINTO EASTERN CORP. (a corporation organised 
and existing under the laws of Delaware, U.S.A.), GETTY IRAN LTD. (a cor¬ 
poration organised and existing under the laws of Delaware, U.S.A.), CHARTER 
(IRAN) PETROLEUM COMPANY (a corporation organised and existing under 
the laws of California, U.S.A.) and SOHIO-IRAN TRADING, INC. (a corpora¬ 
tion organised and existing under the laws of Delaware, U.S.A.); 

WITNESSETH: 

WHEREAS the Government of Iran and the National Iranian Oil Company 
desire to develop and exploit the hydrocarbon resources of the country to the 
optimum extent and thereby to maxintise the benefits to and prosperity of the 
Iranian Nation resulting therefrom; and 

WHEREAS in fulfilment of the above objective Iran is determined that the right 
of full and complete ownership, operation and control in respect of all hydro¬ 
carbon reserves, assets and administration of the petroleum industry shall be 
exercised by NIOC; and 

WHEREAS the international oil companies named above as Second Parties to 
this Agreement, having interests in transportation, refining and marketing facili¬ 
ties established throughout the world, entered into an Agreement in 1954 with 
Iran and NIOC (hereinafter referred to as the Consortium Agreement) and have 
thereunder marketed substantial quantities of Iranian crude oil and the products 
derived therefrom throughout a large part of the world; and 

WHEREAS Iran and NIOC are desirous that consumers throughout the world 
should continue to have access to supplies of Iranian crude oil and products, and 
are able to make such crude oil and products available to such consumers to an 
increasing extent; and 

WHEREAS the above-named companies are in a position and willing to ensure 
the continued flow of sudi crude oil and products to such consumers on the as¬ 
surance of security of supply and the prospect of reasonable rewards; and 
WHEREAS, with a view to the full realisation of the objectives set out above, 
the Parties hereto agree that the general relationship of IRAN/NIOC and the 
above-mentioned oil companies shall be revised and adjusted as set forth in this 
Agreement; and 

WHEREAS each of the Parties has willingly entered into the negotiations leading 
up to this Agreement, and such negotiations have been amicably carried out re¬ 
sulting in this Sale and Purchase Agreement in replacement of the Consortium 
Agreement to achieve the foregoing objectives 
NOW THEREFORE, it is hereby agreed by and between the Parties: 

ARTICLE 1 

Unless the context requires otherwise the following terms used in this Agreement 
and the Annexes hereto have the meanings ascribed to them below: 
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“Abadan Refinery” or “the Refinery” means the following property situated 
in Iran and belonging to NIOC: 

1. all plant and process units and all facilities and equipment appurtenant there¬ 
to for the refining of crude oil, situated at Abadan; 

2. the tank farm at Bawarda, the jetties at Bawarda serving the said tank farm, 
and the packed oil depot at Braim Creek; 

3. the pipeline terminal and tankage for crude oil and products derived there¬ 
from, together with the jetties and their loading lines serving that terminal 
and tankage, at Bandar Mahshahr but excluding therefrom the tankage for 
NGL products and the propane and butane loading lines to jetty no. 6; and 

4. the pipeline systems associated with 1., 2. and 3., above. 

“Affiliate” in relation to a Consortium Member or Trading Company nomi¬ 
nated by such Consortium Member, means any corporation: 

1. whidi owns 50 per cent or more of the voting shares of that Consortium Mem¬ 
ber, or 

2. 50 per cent or more of the voting shares of which are owned by either the 
Consortium Member, or a Parent company of the Consortium Member, or 
either of them together with one or more additional persons each of which is a 
Consortium Member or a Parent company. 

“Area” as referred to in this Agreement and the Annexes hereto means the 
area described in Schedule 1 hereto. 

“Applicable posted price” means, in relation to any Iranian crude oil, the indi¬ 
vidual posted price as defined herein of the particular Trading Company or its 
affiliate for such crude oil as of the date of export or delivery to refinery, as the 
case may be. 

“Bandar Mahshahr Refinery” means the gas liquid fractionation facilities (ex¬ 
cluding the deethanizer tower), the NGL product storage tanks, and the propane 
and butane loading system excluding jetties, all situated at Bandar Mahshahr. 

“Barrel” means a barrel of 42 standard U.S. gallons at sixty degree Fahrenheit 
and a normal atmospheric pressure. 

“Chartered Accountant” means a practicing accountant holding the highest 
professional qualification or government-approved status that may be held by an 
accountant in any country in which any Party is incorporated. 

“Consortium Members” mean all or any of the companies listed in Schedule 2 
hereto. 

“Crude Oil” means crude petroleum, asphalt and all liquid hydrocarbons in 
their natural state or obtained by condensation or extraction from natural gas 
(except methane and ethane whether in liquid or gaseous form which shall be con¬ 
sidered for all purposes as natural gas). When crude oil is processed otherwise 
than at refinery and a part thereof is put back into the crude oil stream, “cuude 
oil” shall include the part so put back. 
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“Date of Enactment” means the date on which this Agreement comes into force 
under Article 30. 

“Depreciation Charges” means depreciation of all fixed and movable assets and 
the amortization of all other capital expenditures, including, but not limited 
to, expenditures incurred in respect of the use of land and capitalised exploration 
and drilling expenditures in accordance with the provisions of Article 8. 

“Effective Date” means 21st Mardi 1973. 

“Estimated Net Total Installed Capacity” means in respect of any year, NIOC’s 
estimate of the total volume of crude oil by grades which could be produced and 
delivered from the Area through existing or planned facilities during that year, 
taking into account planned maintenance and estimated unscheduled downtime of 
all facilities (including producing oil wells), plant and equipment. Such estimate 
shall be expressed as an average daily rate of barrels for each grade of crude oil 
in respect of the year concerned. 

“Internal Consumption” means the consumption in Iran of the product or sub¬ 
stance concerned or the use of crude oil for the manufacture of product so con¬ 
sumed, in contrast to its export from Iran. 

“Natural Gas” means wet gas, dry gas, all other gaseous hydrocarbons pro¬ 
duced through oil or gas wells, and the residue gas remaining after the extraction 
of liquid hydrocarbons from such wet gas, and includes methane and ethane in 
liquid form. 

“NGL” means natural gas liquid hydrocarbons extracted from natural gas. 

“NGL product” means any hydrocarbon product manufactured from NGL by 
any process whether now known or not. 

“NIOC” means the National Iranian Oil Company. 

"Parent Company” means a corporation or corporations which own all the vo¬ 
ting shares of a Consortium Member. 

"Person” means natural or juridical person and includes partnership, firm, com¬ 
pany, unincorporated association and corporation. 

“Posted price” of Iranian crude oil means: 

1. In the case of crude oil loaded on board tankship for export from Iran the 
price f.o.b. tankship at seaboard terminal being the price at which crude oil of 
equivalent quality and gravity is offered for sale by a Trading Company or 
its affiliate to buyers generally for delivery under similar conditions and at 
the same seaboard terminal, and 

2. in the case of crude oil delivered to refinery the price of crude oil of equi¬ 
valent quality and gravity offered for sale as above f.o.b. tankship at refinery 
port less an agreed transfer charge and each posted price shall be in conformity 
with the Tehran Agreement and the Geneva Agreement (as amended on 1st June 
1973) so long as the said Agreements are in force or with any other relevant 
future agreements. 
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“Product” means any finished or semi-finished product manufactured or derived 
from crude oil or natural gas by condensation, refining, chemical treatment or 
any other method or process, whether now known or not. 

“Service Company” means the Company referred to in Article 17. 

“Stated Payment” means a charge equal to I 2 V 2 P^r cent of the applicable 
posted price. 

“Stated Quantity” shall have the meaning set out in Article 2. 

“Subsidiary” in relation to a Consortium Member means any corporation all 
the voting shares of which (less the minimum number of shares, if any, required 
by law to be held by third parties) are owned by either the Consortium Member, 
or a Parent company of the Consortium Member, or either of them together with 
one or more additional persons each of which is a Consortium Member or Parent 
company; and “own” as used in this definition and the definitions of 
“Affiliate” and “Parent company” means beneficially owned directly or through one 
or more other corporations. 

“This Agreement” means this Agreement and the Annexes hereto. 

“Ton” means a long ton of 2240 pounds avoirdupois. 

“Trading Companies” shall have the meaning set out in Article 2, and shall 
include the Second Parties other than the Consortium Members, and any Con¬ 
sortium Member which makes the purchases and resales referred to in the last sen¬ 
tence of Article 2 E (1). 

Periods of time referred to in this Agreement shall be reckoned on the basis of the 
solar calendar. “Year” means a calendar year beginning 1st January, and "quar¬ 
ter” means a period of three months beginning 1st January, 1st April, 1st July, 
or 1st October, each in accordance with the Gregorian calendar. 

ARTICLE 2 

A. After having allowed in each year for its requirements for internal consump¬ 
tion, and the Stated Quantity of its own export crude oil in that year as set 
out in Section B below, NIOC shall notify the Consortium Members of the 
remaining quantity of crude oil by grades from the Area which quantity shall 
be available for sale to them for export. 

B. The Stated Quantities of NIOC’s own export crude oil referred to above to 
be exported in the form of crude oil or products, and which shall be made up 
of the various grades of crude oil available for export as crude oil in the same 
proportions as those in which they are available for sale to the Consortium 
Members, shall be as follows; 

1. 1973 200,000 barrels per day (i. e. at the rate of 

200,000 barrels per day from 21st March to 
31st December 1973) 
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1974 300,000 barrels per day 

1975 450,000 barrels per day 

1976 600,000 barrels per day 

1977 750,000 barrels per day 

1978 900,000 barrels per day 

1979 1,100,000 barrels per day 

1980 1,300,000 barrels per day 

1981 1,500,000 barrels per day 


2. Thereafter the Stated Quantity of NIOC’s own export crude oil in each 
year shall be the proportion of the total quantity of crude oil available 
for export in sudi year which 1,500,000 barrels per day represents of the 
total quantity of crude oil available for export in 1981. If the total quan¬ 
tity of crude oil available for export in 1981 is reduced by reason of force 
majeure then the total quantity of crude oil which would otherwise have 
been available for export but for force majeure will be used to calculate the 
Stated Quantities of NIOC’s own export crude oil provided that: 

(a) if prior to 1981 NIOC has entered into contractual commitments to 
supply crude oil from the Area to refining or other downstream facil¬ 
ities owned as to 50 per cent or more by NIOC, and 

(b) if in any year after 1981 the Stated Quantity for su(h year calculated 
as above would be less than the quantity required to enable NIOC to 
meet sudi commitments, 

the Stated Quantity for that year will be increased to the extent neces¬ 
sary to enable NIOC to meet such downstream commitments up to a 
maximum quantity of 1,500,000 barrels per day or 50 per cent of the 
crude oil available for export in that year, whichever is less. 

C. NIOC shall produce and sell to the Consortium Members for export in each 
year such quantities of crude oil as they may require in accordance with nomi¬ 
nations made by them under Article 3. 

D. The Consortium Members shall resell in Iran for export from Iran: 

1. the crude oil purchased hereunder, except so much thereof as is delivered to 

Abadan Refinery or Bandar Mahshahr Refinery hereunder; and 

2. the products manufactured in Iran from the crude oil so delivered; 
subject to the terms of this Agreement. 

E. 1. The rights and obligations of the Consortium Members relating to the pur¬ 

chase and resale of crude oil hereunder may be exercised and performed by 

Trading Companies. Any Consortium Member may from time to time 
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assign to one or more subsidiaries, nominated by it to act as Trading Com¬ 
panies hereunder, a part or all of that Consortium Member’s rights and 
obligations pertaining to the purchases and resales referred to herein, pro¬ 
vided however that no sudi assignment shall relieve any Consortium Mem¬ 
ber of its obligations under this Agreement. Any Trading Company to 
which such an assignment is made shall be deemed to become a party to 
this Agreement. Any Consortium Member which makes the purchases and 
resales provided for herein either itself or through a branch office in Iran 
shall be included in the term “Trading Company”. 

2. Each Trading Company shall be registered in Iran and shall have the same 
nationality as that of the Consortium Member by which it is nominated un¬ 
less such Consortium Member considers that tax or foreign exchange require¬ 
ments outside Iran make another nationality desirable, in which case the 
Consortium Member may choose such other nationality for the Trading 
Company in question. 

3. Trading Companies already recognised and registered in Iran on the Ef¬ 
fective Date may continue to be Trading Companies under this Agreement. 

F. Title to crude oil, vested in NIOC, shall be transferred to the Trading Com¬ 
panies by sale under this Agreement at wellhead. 

G. Notwithstanding the definition of “crude oil” contained in Article 1, for the 
purposes of Sections A, B and C above and of Article 3 the expression "crude 
oil” shall be deemed not to include NGL. 

ARTICLE 3 

A. By 1st September in each year NIOC shall notify the Trading Companies of 
the Estimated Net Total Installed Capacity for the following year and the 
quantity of each grade of crude oil available for sale to them in the following 
year pursuant to Article 2. 

B. By 1st October in each year the Trading Companies shall nominate to NIOC 
their requirements by grade for crude oil for export as crude oil and their 
requirements for crude oil to be refined for their account at Abadan Refinery 
during the following year. 

C. 1. Crude oil sold by NIOC to the Trading Companies hereunder shall be 

delivered by NIOC f.o.b. tankship or to Abadan or to any other point of 
export from Iran as the Trading Company purchasing the same may re¬ 
quest. 

2. The lifting of crude oil for export by NIOC and the Trading Companies 
shall be carried out in accordance with detailed procedures to be agreed 
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between them from time to time, sudi procedures to include the principles 
set out in Schedule 5 hereto. 

D. If in any year the quantity of crude oil available for sale to the Trading 
Companies as referred to in Section A above is in excess of the quantity nomi¬ 
nated by the Trading Companies under Section B above, sudi excess quantity 
shall be available for export by NIOC for its own account in that year. Such 
excess quantity to the extent, if any, not committed for export by NIOC, 
may also be made available for purchase by the Trading Companies in ac¬ 
cordance with any subsequent nominations made by them under procedures 
to be agreed. 

E. 1. If in any year through an inaccuracy in the estimate made under Section A 

above the actual net total installed capacity exceeds the Estimated Net Total 
Installed Capacity notified by NIOC to the Trading Companies under Section 
A above the Trading Companies shall have the right to increase their 
nominations made under Section B above up to the amount of such excess. 

2. If in any year through an inaccuracy in the estimate made under Section A 
above actual net total installed capacity as less than Estimated Net Total 
Installed Capacity notified by NIOC to the Trading Companies under 
Section A above any quantities available to NIOC and the Trading Com¬ 
panies under Section D above shall be reduced rateably. If such reduction 
shall not be sufficient to meet the difference between Estimated Net Total 
Installed Capacity and actual net total installed capacity, the Trading 
Companies’ nominations under Section B above shall be reduced accordingly. 

F. If in any year NIOC is unable by reason of force majeure to make available 
for export the total quantity of crude oil necessary to meet the total quantity 
required by NIOC and the Trading Companies for export as crude oil or 
products as established in accordance with the above provisions NIOC’s 
Stated Quantity and the quantities to be purchased by the Trading Companies 
shall be reduced rateably. 


ARTICLE 4 

A. NIOC shall process for the Trading Companies at Abadan Refinery up to 
300,000 barrels per day of crude oil purchased under this Agreement in ac¬ 
cordance with a Processing Agreement, which shall have a term of twenty 
years from the Effective Date, to be entered into. hereunder between NIOC 
and the Consortium Members and the Trading Companies. 

B. The Processing Agreement shall include the following matters, to be set out 
more fully therein: 
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1. The processing of crude oil for the Trading Companies shall be subject to 
NIOC’s preemptive right to take products required for internal consump¬ 
tion. 

2. Subject to the Trading Companies giving priority in the selection of crude 
streams to the quality and yield requirements of NIOC’s internal consump¬ 
tion, they shall have the right to select the refinery crude slate. The Trading 
Companies shall have the right to obtain product yields and qualities con¬ 
sistent with the existing capability of the Refinery. 

3. The Trading Companies shall pay to NIOC a processing fee related to the 
costs of operating the Refinery. 

4. The Trading Companies may give notice to NIOC that they wish to have 
processed thereunder less than 300,000 barrels per day of crude oil, and 
the quantity of crude oil which they are entitled to have processed by NIOC 
thereunder shall thereafter be reduced accordingly. 

5. If the Trading Companies have delivered for processing thereunder in any 
year less than 95 per cent of the total quantity of crude oil which they are 
entitled to have processed thereunder in that year, they shall pay NIOC 
the processing fees due in respect of 95 per cent of that total quantity un¬ 
less the delivery of crude oil to the Refinery has been prevented by circum¬ 
stances beyond their control. 

6. The existing capacity and capability of the Refinery shall be maintained 
during the term of the Processing Agreement and, in addition to the pro¬ 
cessing fee the Trading Companies shall pay NIOC interest on invest¬ 
ments (including working capital) required for that purpose. NIOC shall 
take into consideration the views of the Trading Companies in respect 
of such investments, which investments shall be developed on an economical 
and efficient basis. 

7. The Trading Companies shall receive from NIOC a non-cash credit against 
the processing fee equal to 100 per cent of the annual Depreciation Char¬ 
ges calculated upon the remaining book value of assets as at 20th Mardi 
1973 and shall pay NIOC in cash the fee diarged less such credit. 

8. If, after meeting its own requirements for products for internal consump¬ 
tion and the requirements of the Trading Companies for export, NIOC 
wishes to utilise any spare refining capacity for export purposes, NIOC 
shall notify the Trading Companies so that mutually agreeable arrange¬ 
ments are established. 


C. 1. The Trading Companies’ total gross receipts in each year from income 
derived by them from sales of products in Iran, manufactured for them 
under the Processing Agreement, shall be computed in accordance with 
Article 5 B. 

2. For the propose of computing the liability of the Trading Companies to 
Iranian income tax: 
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(a) processing fees charged by NIOC to the Trading Companies shall be 
allowed as deductions, and the non-cash credit referred to in Section 
Bl. 7. above shall not reduce the amount of the processing fees for that 
purpose; 

(b) interest paid to NJOC by the Trading Companies pursuant to Section 
B. 6. above shall not be allowed as a deduction. 

ARTICLE 5 

A. Each Trading Company shall publish, or cause to be published, and notify to 
NIOC posted prices for eadi point of export from Iran and for each quality 
and gravity of its crude oil. Such prices shall be in conformity with the Tehran 
Agreement and the Geneva Agreement (as amended 1st June 1973) so long 
as the said Agreements are in force. 

B. Each Trading Company shall sell crude oil and products in Iran at sudi prices 
that its total gross receipts in each year from such sales are not less than the 
following: 

1. a sum equal to the value at the applicable posted price of all crude oil 
exported from Iran in that year by that Trading Company and its 
customers; plus 

2. the aggregate of the following: 

(a) a sum equal to the value at the applicable posted price of all crude oil 
delivered to Abadan Refinery in that year for the account of that 
Trading Company, plus 

(b) the amount of the fee charged to that Trading Company by NIOC in 
respect of processing at Abadan Refinery, plus 

•(c) profit on sales of products (excluding NGL products) manufactured by 
NIOC for the Trading Companies at Abadan Refinery which shall be 
calculated in accordance with Schedule 4 hereto; plus 

3. its gross receipts from the sale of NGL products calculated in accordance 
with Article 13. 

C. As between Trading Companies sales may be made at any price and in such 
cases only the Trading Company to which such a sale is made shall be obliged 
to resell the crude oil or products so acquired at such prices that its total gross 
receipts conform with the provisions of Section B above. 


ARTICLE 6 

A. The price payable to NIOC by each Trading Company for crude cxil sold and 
delivered to it either on board ship or at Abadan Refinery in any year shall 
be the sum of the following elements: 
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1. Operating costs attributable to sudi crude oil calculated in accordance with 
Article 8; 

2. The Stated Payment; 

3. A balancing margin calculated in accordance with the provisions of Part 
Two of Schedule 3 hereto, the level of which, when taken together with all 
other financial and fiscal benefits accruing to Iran and NIOC, will be 
such as to assure Iran that the total financial benefits and advantages to 
Iran and NIOC under this Agreement shall be no less favourable than 
those applicable (at present or in the future) to other countries in the 
Persian Gulf under the General Agreement and related arrangements; 

4. Interest as provided for in Part Five of Schedule 3 hereto. 

B. 1. For the period 21st March 1973—31st December 1973 and for the years 1974 

and 1975 the balancing margin is estimated at 6.5 U.S. cents per barrel. 

2. For each subsequent year NIOC and the Trading Companies shall agree 
upon an estimated balancing margin before the beginning of the year, 
using estimates of the elements set out in Part Two of Schedule 3 hereto. 
Failing agreement the balancing margin in effect at the end of the preced¬ 
ing year shall provisionally be the estimated balancing margin for the 
year until otherwise established. 

C. 1. Interest for the period 21st March 1973—31st December 1973 is estimated 

at 0.418 U.S. cents per barrel. 

2. For each subsequent year NIOC and the Trading Companies shall agree 
upon the estimated amount of interest in U.S. cents per barrel by 1st March 
of the year, determined in accordance with Part Five of Schedule 3 hereto. 
Failing agreement the estimated amount of interest in effect at the end of 
the previous year shall provisionally be the estimated amount of interest 
for the year until otherwise established. 

ARTICLE 7 

A. Payment of the price due to NIOC from each Trading Company for crude 
oil purchased under this Agreement shall be made as follows: 

1. during the course of each year payments of estimated amounts due shall 
be made as follows: 

(a) an amount equal to the estimated operating costs due in respect of 
crude oil delivered in each month shall be paid by the 15th day of the 
following month; 

(b) an amount equal to 

(i) the estimated amount of the Stated Payment, 

(ii) the estimated balancing margin, and 

(iii) the estimated interest. 
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in respect of crude oil delivered during each month shall each be paid by 
the 15th day of the second month following the month in which it was 
delivered; 

2. final calculation and settlement of any outstanding balances of the price 
due in respect of crude oil delivered during any year shall be made as 
follows: 

(a) operating costs and the Stated Payment in respect of any year shall 
each be finally calculated by 15th March of the following year and any 
balances outstanding settled in accordance with paragraph (4) below; 

(b) the balancing margin and the interest in respect of any year shall 
each be finally calculated, and audited in accordance with the provisions 
of Article 9, by 15th April of the following year and any balances 
outstanding settled as provided for in paragraph (4.) below; 

3. each Trading Company shall set-off against payments due in accordance 
with the above paragraphs: 

(a) the portion of advance payments which may be set-off by that Trading 
Company on the date payment falls due in accordance with the pro¬ 
visions of Article 11; and 

(b) the amount to be set-off by that Trading Company in that month under 
the provisions of Article 10; and 

(c) the whole or any part of the amount, if any, due to that Trading 
Company in respect of overpayments made by it during the previous 
year as provided for in paragraph (4) below; and 

(d) the amount of interest, if any, due to that Trading Company under 
Section B below; 

4. any balances owing from any Trading Company to NIOC or from NIOC 
to any Trading Company as result of under- or over-payments shall be 
settled in each case by a single payment in accordance with paragraph (5) 
below in the case of amounts owed by that Trading Company to NIOC, 
and by being set-off against payments next due to NIOC hereunder in the 
case of amounts owed by NIOC to that Trading Company; 

5. payments of any balances due from any Trading Company to NIOC here¬ 
under in respect of operating costs and the Stated Payment shall be made 
by 31st March, and of any balances due in respect of the balancing margin 
and interest by 30th April, of the following year, or in each case within 
15 days of receipt of the invoices therefor, whichever is the later; 

6. the amounts set-off under paragraph (3) above, against payments due to 
NIOC shall not, with the exception of that provided for in paragraph (3) 
(C) above, reduce the price of such crude oil deductible for purposes of cal¬ 
culating the taxable income of the Trading Companies in Iran. 

B. 1. If the difference between the total amount due to NIOC in respect of the 
balancing margin and operating costs as finally determined for any year 
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and the total amount paid by the Trading Companies in respect thereof 
pursuant to Section A (1) (a) and A (1) (b) (ii) above, when multiplied by 
the difference between 100 per cent and the percentage rate of Iranian 
income tax applicable to the Trading Companies in that year (the "Net 
Amount”) is five million dollars or more, the Trading Companies shall 
pay to NIOC (in the case of underpayment by the Trading Companies), 
or NIOC shall pay to the Trading Companies (in the case of overpay¬ 
ment by the Trading Companies) interest for a period of ten months on 
the Net Amount at the rate of 1 per cent per annum above the simple 
arithmetical average of the six months’ London inter-bank rates offered 
for U.S. dollar deposits on each business day and certified by the National 
Westminster Bank Ltd., London for eadi month of the year in question and 
for the first three months of the following year. 

2. Interest due from the Trading Companies to NIOC hereunder shall be 
paid by a single payment in each case within fifteen days of the receipt 
of invoices therefor. Interest due to any Trading Company shall be set-off 
against payments next due to NIOC in respect of crude oil purchased under 
this Agreement. 

3. Interest paid by the Trading Companies to NIOC hereunder shall not be 
deductible for the purposes of calculating the liability of the Trading Com¬ 
panies to Iranian income tax, and interest paid by NIOC to the Trading 
Companies hereunder shall not constitute taxable income. 

ARTICLE 8 

A. 1. Operating costs relating to the operations provided for in this Agreement 

shall be computed in accordance with the accounting principles and pro¬ 
cedures applied in respect of such operations immediately prior to the Ef¬ 
fective Date, which shall continue to be based upon generally accepted oil 
industry accounting principles consistently applied. Such operating costs 
shall Include Depreciation Charges and the costs of transportation to the 
point of delivery, and shall be limited to costs incurred by NIOC and 
properly attributable to the relevant operations in accordance with pro¬ 
grammes and budgets for operating and capital expenditure, approved and 
issued by NIOC under Article 16 in the case of crude oil operations and 
NGL refinery facilities, including for these purposes a reasonable allocation 
of NIOC’s overhead costs. 

2. The operating costs attributable to crude oil produced under this Agree¬ 
ment, the costs of processing crude oil at Abadan Refinery, the costs of 
processing NGL at Bandar Mahshahr Refinery, and the costs of any other 
operations shall each be segregated and separately accounted for. 

B. 1. Depreciation Charges included in the costs referred to in Section A (2) above 

in respect of all assets in use immediately prior to the Effective Date shall 
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be computed in accordance with the arrangements applied in relation to 
such operations immediately prior to the Effective Date and in respect of 
all assets coming into use after the Effective Date, Depreciation Charges 
shall be computed in accordance with generally accepted oil industry ac¬ 
counting principles consbtently applied. 

2. In applying the provisions of paragraph (1) above: 

(a) Depreciation Charges relating to assets in existence at the Effective 
Date shall be calculated by reference to their net book value on that 
Date; and 

(b) Depreciation Charges relating to assets brought into existence during 
the term of this Agreement shall be calculated by reference to the 
capital expenditures incurred thereon. In the case of crude oil opera¬ 
tions, and NGL refinery facilities the relevant capital expenditures 
shall be those incurred in accordance with capital budgets and revisions 
thereto approved and issued by NIOC in accordance with Article 16. 

3. All sums recovered from third parties in respect of services charged to or 
for the use of those facilities which are used in the operations provided 
for this Agreement shall be credited to operating costs. 

4. Costs attributable to NGL obtained from existing NGL facilities and its 
delivery to Bandar Mahshahr Refinery shall be treated as costs attribu¬ 
table to crude oil; the treatment of costs attributable to any new NGL 
facilities shall be subject to agreement between the parties. 

5. The costs and fees of the Chartered Accountants appointed pursuant to 
Articles 9. A and 13. B and to Section H of Part Three of Schedule 3 hereto 
shall be paid by NIOC and included in operating costs. 

C. In the interests of economy relevant to the conduct of operations provided for 
in this Agreement, NIOC shall, during the term of this Agreement, take 
advantage of the rights, exemptions and privileges which it may at any time 
enjoy, and no import duties or other charges, taxes or fees of any nature how¬ 
soever levied shall be included in operating costs to be paid by the Trading 
Companies except such reasonable and non-discriminatory charges, taxes and 
fees properly attributable to the operations relating to the exploration for, 
production, transportation and sales of crude oil under this Agreement as are 
referred to in Article 19. D. 

D. The proportion of operating costs for any year chargeable to the Trading 
Companies in respect of crude oil sold to them shall be that proportion which 
the crude oil sold to the Trading Companies in that year represents of the 
total crude cxil produced and delivered from the Area in that year. 

E. By 15th March each year NIOC shall provide each Trading Company with a 
statement of operating costs for the previous year duly certified by NIOC’s 
independent Chartered Accountants as being correct and as having been 
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compiled in accordance with sound accounting principles and the provisions 
of this Agreement. 


ARTICLE 9 

A. NIOC and the Consortium Members shall jointly appoint an internationally 
recognised firm of Chartered Accountants to calculate annually the balanc¬ 
ing margin and interest payable with respect to the preceding year to NIOC 
by the Trading Companies in accordance with the provisions of Article 6 A 
(3) and (4). 

B. Not later than 31st March of eadi year NIOC and the Consortium Members 
shall provide the Chartered Accountants with all relevant information and 
supporting material that they require to make the calculations in accordance 
with the procedures set out in Parts Two and Five of Schedule 3 hereto. The 
information supplied under this Section by NIOC and eadi Consortium Mem¬ 
ber shall be certified by their respective independent Chartered Accountants 
as being accurate and as having been compiled in accordance with sound 
accounting principles. 

C. In the course of calculating the balancing margin the Chartered Accountants refer¬ 
red to in Section A above shall also calculate and certify the Amount Deductible in 
accordance with Part Four of Schedule 3 hereto. 

D. Not later than 15th April of each year the Chartered Accountants shall certify to 
NIOC and each Consortium Member and Trading Company the result of their 
calculations which shall be used in determining the price payable under Article 6 
for crude oil sold and delivered to the Trading Companies in the previous year. 

ARTICLE 10 

The Trading Companies shall set-off against payments due to NIOC under Article 7. A 
(1) the monthly amount of Depreciation Charges with respect to 100 per cent of the 
undepreciated and unamorcized portion of the net book value of all assets employed 
and under construction by the Exploration and Producing Company and the Refining 
Company in crude oil production and the manufacturing of NGL products on the day 
preceding the Effective Date, calculated by dividing the relevant amount of such De¬ 
preciation Charges for each accounting period subsequent to the Effective Date by the 
number of months in such period. 


ARTICLE 11 

A. NIOC shall provide all capital and other funds required for the purpose of all 
operations provided for in this Agreement. 
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B. The Trading Companies shall advance to NIOC by way of prepayment for crude 
oil to be purchased by them, a proportion of the funds required by NIOC for 
annual budgeted capital expenditure, relating to the operations under this Agree¬ 
ment, and any revisions thereto, approved and issued by NIOC in accordance with 
Article 16 for eadi year in. accordance with procedures agreed between the Trading 
Companies and NIOC. 

C. The amount of such advance for each year by the Trading Companies shall be 40 per 
cent of such funds as are required by NIOC for such capital expenditure. The 
Trading Companies shall have the option to vary the proportion from time to time 
upon giving two years’ prior written notice to NIOC, but no notice to vary the 
proportion shall be given to take effect earlier than five years after the Effective 
Date. 

D. Each annual advance made by the Trading Companies under Section B above shall 
be set-off against any sums due from them in respect of subsequent sales of crude 
oil by NIOC in equal annual instalments over a period of ten years following the 
year in which such advance was made, in accordance with procedures agreed be¬ 
tween the Trading Companies and NIOC. 

E. Each annual advance made by the Trading Companies during the final ten years 
of the Agreement shall be set-off in equal annual instalments against sums due 
from them in respect of crude oil sold to them during the remaining term of the 
Agreement. 


ARTICLE 12 

A. After allowing for the quantities of NGL required by NIOC for internal consump¬ 
tion the Trading Companies shall purchase from NIOC as owner and operator all 
NGL obtained from facilities established to provide natural gas for the I.G.A.T. 
project. 

B. NGL purchased by the Trading Companies under Section A above shall be delivered 
to Bandar Mahshahr Refinery and processed by NIOC for the Trading Companies 
in accordance with a Contract entered into between NIOC and the Trading Com¬ 
panies to put Into effect the procedures for process programming and delivery of 
products in existence at Bandar Mahshahr Refinery immediately prior to the Effec¬ 
tive Date. 

C. The price payable to NIOC by the Trading Companies for NGL purchased under 
Section A above shall be calculated in accordance with Article 6. A excluding ele¬ 
ments (3) and (4) thereof. 

D. The Trading Companies shall pay to NIOC the costs (including Depreciation 
Charges), of processing and refining NGL delivered to Bandar Mahshahr Refinery 
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together with the costs of delivery of the resulting NGL products on board ship. 
Such costs shall be limited to costs incurred by NIOC and properly attributable to 
refining the said NGL and delivery of the resulting NGL products on board ship 
in accordance with approved programmes and budgets for operating and capital 
expenditure including for this purpose a reasonable allocation of NIOC’s over¬ 
head costs. 

E. The costs payable under Section D above shall be computed in accordance with the 
provisions of Article 8. 

F. Payment of amounts due to NIOC under Section D above shall be made in ac¬ 
cordance with Article 7 A (1) (a) and (2) (a). 

G. All the NGL delivered to Bandar Mahshahr Refinery for the account of the trad¬ 
ing Companies, and all products manufactured therefrom, shall remain the property 
of the Trading Companies. 


ARTICLE 13 

A. It is the objective of the Parties to ensure that the terms and conditions herein, in 
conjunction with the overall terms and conditions in respect of the manufacture 
and export of NGL products from Iran, shall result in economic benefits to Iran 
no less favourable than those whidh currently prevail in respect of the manufacture 
and export of similar products by Consortium Members in and from other countries 
in the Persian Gulf area. In compliance with the said objective, the provisions set 
out below will ensure to Iran and NIOC, 55 per cent of the net profits realised by 
the Trading Companies computed in accordance with the provisions of Section B 
below. 

B. 1. Each Trading Company will pay Iran and NIOC 55 per cent of the difference 

between its realisations (as computed in accordance with paragraph [2] below) 
from sales of NGL products and the sum of the amounts payable by it to NIOC 
in respect of the NGL in accordance with Article 12 C and 12 D excluding 
element (2) in Article 6 A. 

2. In computing realisations from sales of NGL products, the following provisions 
shall apply: 

(a) Realisations from sales of each NGL product by each Trading Company, or 
its affiliate, to third parties shall be computed at the actual prices realised 
from such sales. For these purposes, sales to third parties shall mean sales 
by sudi Trading Company, or its affiliate, to customers owned as to 50 per 
cent or more by entities other than the Consortium Members. Such realisations 
shall be computed annually and the computation shall be certified by an 
independent firm of chartered accountants or certified public accountants 
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mutually acceptable to the Ministry of Finance and the Trading Company 
concerned. 

(b) Realisations by eadi Trading Company from sales other than to third parties 
shall be computed on the basis of publicly offered prices as follows: 

(i) In the event that any Trading Company, or its affiliate, shall have 
established a publicly offered price or prices for any NGL product for 
shipment in full cargo lots, f.o.b. Iranian loading port, all such sales of 
sudi NGL product by that Trading Company shall be computed at the 
publicly offered prices applicable on the date of commencement of loading. 

(ii) In the event that any Trading Company, or its affiliate, shall not have 
established a publicly offered price or prices for any NGL product, all 
such sales of such product by that Trading Company shall be computed 
at the arithmetical average on the date of commencement of loading of 
the publicly offered prices of those Trading Companies which have es¬ 
tablished such prices. 

(ill) For the purpose of this Section, a publicly offered price shall mean a 
price for an NGL product which the Trading Company concerned, or its 
affiliate, has made known to buyers generally (either by publication in 
a recognised trade journal or by other effective means) as the price at 
which it is prepared to sell such product f.o.b. Iranian loading port. 

(c) Any NGL products which from time to time are blended with finished or 
semi-finished products manufactured in Abadan Refinery shall be accounted 
for by the Trading Companies in accordance with the provisions of para¬ 
graph 2 (b) above in the case of sales to which that paragraph applies. In 
the case of sales to which paragraph 2 (a) above applies such NGL products 
shall be accounted for at the average amount realised per barrel from the 
sale of the resulting blend computed in accordance with the provisions of 
paragraph 2 (a). 

(d) If, in respect of its total sales of any NGL products to third parties in the 
fourth full year after the commencement of exports of NGL products from 
Iran, or in any full year thereafter, the realisations of any Trading Com¬ 
pany are on average less per barrel than nine-tenths of the average realisa¬ 
tion from all sales of such product to third parties by all Trading Companies 
during the third full year after the commencement of the said exports, then 
such Trading Compay shall adjust the total value of its sales of such pro¬ 
duct to third parties in such year to the equivalent of nine-tenths of the 
average realisation per barrel for sales of such product to third parties by 
all Trading Companies in the said third full year. 

C. The gross receipts of each Trading Company in each year from the sale of NGL 
products shall be: 

1. the aggregate of the following: 

(a) a sum equal to the value at the applicable posted price of all NGL delivered 
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to Bandar Mahshahr Refinery in that year for the account of that Trading 
Company, plus 

(b) the amount of the costs charged by NIOC in that year to that Trading 
Company pursuant to Article 12 D, plus 

(c) (i) the profit of that Trading Company realised from the sale of NGL pro¬ 

ducts manufactured for it at Bandar Mahshahr Refinery whidi shall be 
equal to the difference between its realisations from sales of sudi pro¬ 
ducts in that year (computed in accordance with Section B above) and 
the sum of the amounts under paragraphs (1) (a) and (1) (b) above; or 
(ii) 5 per cent of the amount in paragraph (1) (a) above 
whichever is the greater; 
minus 

2. an amount equal to the sum of: 

(a) the amount, if any, by which 5 per cent of the amount calculated under 
paragraph (1) (a) above exceeds the amount calculated under paragraph (1) 
(c) (i) above; and 

(b) element (2) of the price referred to in Article 6 A, charged to that Trading 
Company in that year for NGL, multiplied by the difference between 100 per 
cent and the percentage rate of income tax divided by the percentage rate 
of income tax. 


ARTICLE 14 

A. NIOC shall inform the Consortium Members of any plans to establish new facilities 
from which NGL may be obtained, and shall offer the Consortium Members the 
opportunity to participate in any project for processing of sudi NGL with an 
interest of up to 50 per cent. NIOC and the Consortium Members shall also notify 
each other of any proposals for NGL recovery projects, and either party may elect 
to participate in any such project with an interest of up to 50 per cent, failing which 
the party may proceed with the project. 

B. The organisation of such projects, the financing, construction and operation of the 
processing plants and the transportation of NGL or NGL products manufactured 
therein to the point of export, as well as the fiscal terms applicable to such pro¬ 
jects, shall in each case be discussed and agreed between NIOC and the Consortium 
Members. 

C. The Trading Companies shall be entitled to purchase up to 50 per cent of the NGL 
obtained from facilities established in accordance with Section A above. 

D. The price payable to NIOC by the Trading Companies for NGL purchased under 
Section C above shall be the commercial price less discounts so as to equate the 
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price with the costs of production. Fiscal arrangements shall be agreed between 
the parties. 


ARTICLE 15 

A. After allowing for the quantities of natural gas required by NIOC for internal 
consumption, for use in operations under this Agreement (including secondary re¬ 
covery and otherwise) and to meet NIOC’s requirements for the export by 
pipeline of natural gas from Iran in its gaseous state, natural gas from the Area 
other than such gas reserved by NIOC under the Aide Memoire dated 23rd Decem¬ 
ber 1966 at various stages prior to the Effective Date (while such reservation would 
have remained effective under Paragraph 6 of such Aide Memoire) shall be available 
to NIOC and for sale to the Consortium Members (or to joint ventures in which 
the Consortium Members have an interest) for processing in plants established under 
projects acceptable to Iran for the export of gas or products. 

B. If either NIOC or the Consortium Members have a proposal for establishing a plant 
for the processing of natural gas, notice shall be given to the other party of such 
proposal and the other party may elect to participate in the project with an interest 
of up to 50 per cent. 

C. Upon the sending and receipt of a notice under Section B above, discussions shall 
be held promptly to: 

1. ascertain whether a project for the export of natural gas or products proposed 
by the Consortium Members is generally acceptable to Iran; 

2. determine whether both NIOC and the Consortium Members wish to participate 
in the project and the extent of their respective interests; 

3. determine the financial and fiscal terms applicable to the processing of the gas 
and the fiscal terms applicable to the sale of products, which terms shall not be 
less favourable to the Consortium Members than those applicable to third par¬ 
ties in respect of gas processing. 

D. If within six months of the receipt of the notice the party to which the proposal 
was made has not elected to participate then the other party may, subject to the 
provisions of Section C (1) above, proceed with the proposed project. 

E. 1. If both NIOC and the Consortium Members are to participate in the project 

they shall enter Into an agreement to provide inter alia for the following: 

(a) the quantities and quality of gas to be supplied and the continuity of supply; 

(b) in the case of non-associated gas, the production of the gas and its delivery 
to the plant; 

(c) In the case of associated gas, the separation of the gas from crude oil and 
its delivery to the plant; 


61 



Selected Documents — 1973 


(d) the organisation of the project and the financing, construction and operation 
of the plant and the transport of products manufactured therein; and 

(e) the trading arrangements in Iran and the relevant financial and fiscal terms 
as determined in accordance with Section C (3) above. 

2. If NIOC does not elect to participate in a project proposed by the Consortium 
Members, the Consortium Members shall enter into an agreement with NIOC to 
provide for the matters referred to in sub-paragraphs (a), (b), (c) and (e) of 
paragraph (1) above, as well as the arrangements for the operation of the plant. 

F. If effective site work has not been commenced to implement a project within 
24 months of the proposal the rights of the proposing party in respect of the pro¬ 
ject shall lapse, but without prejudice to subsequent proposals. 

G. In any joint project the participants shall bear the costs of constructing and 
operating the plant and shall be entitled to the production from the plant in pro¬ 
portion to their respective interests. 

H. NIOC as owner and operator shall produce and sell natural gas required for plants 
established as above at the following prices: 

1. In respect of joint ventures between NIOC and the Consortium Members only, 
the price payable to NIOC by joint ventures for natural gas purchased 
hereunder shall be the commercial price of the gas as delivered into the plant less 
agreed discounts. 

2. In respect of ventures in whidi the Consortium Members alone have an interest, 
joint ventures between NIOC and the Consortium Members involving third 
parties and joint ventures between the Consortium Members and third parties 
without participation by NIOC, the price payable to NIOC by such ventures 
for natural gas purchased hereunder shall be the commercial price of the gas 
as delivered into the plant less agreed discounts calculated by reference to the 
percentage equity share of the Consortium Members (including the share of any 
third parties introduced by them) up to 50 per cent. 

3. The Consortium Members shall be entitled to receive the whole benefit of the 
discounts referred to in paragraph (2) above and mutually acceptable arrange¬ 
ments between Iran and NIOC and the Consortium Members shall, if necessary, 
be made to achieve this provided that such arrangements do not involve a re¬ 
duction in the revenue which Iran would otherwise have received from the 
taxable income of the project. 

I. Where in the future NIOC plans to export by pipeline natural gas from Iran in 
its gaseous state, NIOC will offer to the Consortium Members the opportunity to 
enter into joint ventures on NGL recovery projects with an interest of up to 50 per 
cent. 
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J. Without prejudice to the provisions of Section C (1) above and subject to sudi terms 
and conditions as may be agreed in accordance with this Article, which terms and 
conditions shall be incorporated in the relevant agreement for implementation of a 
project, the Consortium Members, the Trading Companies, the affiliates of any of 
them and their respective .customers shall each have complete freedom to dispose 
of natural gas and natural gas products for export and consumption outside Iran, 
to such persons and at such prices as they may individually determine and to deter¬ 
mine by what means and on what terms and conditions (including those relating to 
insurance) the same are carried away from Iran. 

ARTICLE 16 

A. For the purpose of developing the programmes and budgets in respect of the 
operations to be carried out under this Agreement: 

1. during November of each year the Consortium Members shall submit to NIOC 
their offtake requirements of each grade of crude oil for the next year but one, 
and their estimated offtake requirements of each grade of crude oil for each of 
the four subsequent years; 

2. during December of each year NIOC and the Consortium Members shall meet 
for consultation concerning a provisional Exploration and Capacity Development 
Plan for the five years referred to in paragraph (1) above; 

3. NIOC shall review the Consortium Members’ requirements for crude oil notified 
to it under paragraph (1) above together with its own requirements for crude oil 
during the same years; and in the light of the latest budget and with due regard 
to the consultation with the Consortium Members referred to in paragraph (2) 
above NIOC shall prepare a provisional outline for a five-year Exploration and 
Capacity Development Programme; 

4. during September of each year the Capital Budget for the following year will 
be issued by NIOC and copies thereof sent to the Consortium Members. NIOC 
shall at the same time send to the Consortium Members copies of the most recent 
outline five-year Capacity Development Programme together with an estimate 
(accurate to within 25 per cent) of the annual capital expenditure required there¬ 
for; 

5. during December of each year NIOC shall send to the Consortium Members 
copies of the budget prepared in respect of estimated operating costs for the 
following year expressed in U.S. cents per barrel, together with a forecast of 
the operating costs for the next year but one also expressed in U.S. cents per 
barrel; 

6. during April or May of the following year NIOC and the Consortium Members 
shall meet to review the provisional Exploration and Capacity Development 
Progranfunes prepared by NIOC in accordance with paragraph (3) above; after 
taking into consideration the views of the Consortium Members NIOC shall 
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establish the basis of the detailed Exploration and Capacity Development Pro¬ 
gramme and Capital and Operating Budgets for the next following year in 
accordance with good oilfield practice and sound engineering principles; 

7. the timing of the matters provided for in this Section may be varied by agree¬ 
ment between NIOC and the Consortium Members as may be convenient; 

8. meetings between NIOC and the Consortium Members additional to those ex¬ 
pressly provided for in this Section may be held at any time at the request of 
either of them to discuss major issues. 

B. The Capacity Development Programmes developed in accordance with the pro¬ 
visions of this Article shall provide for achieving a total installed crude oil pro¬ 
duction capacity of 8,000,000 barrels per day by 1st October 1976, provided that 
that is technically feasible and economically justifiable. 

C. In accordance with agreed arrangements: 

1. NIOC shall provide the Consortium Members upon request with information on 
such aspects of the operations as they may indicate; and 

2. the Consortium Members undertake to treat as confidential any information 
relating to operations in Iran and will not disclose such information to any third 
party without prior consent of NIOC. NIOC likewise undertakes not to dis¬ 
close to any third party without the prior consent of the Consortium Members, 
any confidential information supplied to NIOC by the Consortium Members. 

D. During the term of the Service Contract referred to in Article 17 NIOC shall 
entrust to the Service Company the duty of working out the detailed programmes 
and budgets provided for in this Article as directed and controlled by NIOC. Such 
programmes and budgets shall be submitted for final approval to NIOC and shall 
become operative after such approval. 

ARTICLE 17 

A. The Consortium Members shall cause a Service Company to be formed in Iran as 
a non-profit private joint stock company to carry out operations as assigned to it 
by NIOC in accordance with a Service Contract to be entered into with NIOC. 
The Service Contract shall have an initial term of five years. It shall continue in 
effect thereafter subject to termination by either party on two years’ prior written 
notice. 

B. NIOC shall provide as necessary to the Service Company in accordance with the 
provisions of the Service Contract all capital and other funds to enable the Service 
Company to carry out the operations assigned to it. 
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ARTICLE 18 

A. Crude oil and products, including NGL products, delivered for export shall be 
measured at jetty and crude oil delivered to refinery shall be measured at refinery, 
both in accordance with good oil industry practice. 

B. Natural gas delivered for processing and/or export in gaseous our liquid form in ac¬ 
cordance with Article 15 hereof shall be measured at the appropriate points of de¬ 
livery in accordance with good industry practice. 

C. The Trading Companies as purchasers shall be afforded adequate opportunity to 
satisfy themselves of the accuracy of such measurements. 

ARTICLE 19 

A. The Trading Companies shall pay income tax on their total net income in accor¬ 
dance with Articles 134 and 173 of the Direct Taxation Act of 19th March 1967 
as the said Act was in force on 1st January 1973. 

B. The purchase price payable by the Trading Companies to NIOC for crude oil 
purchased, payments by the Trading Companies to each other for crude oil and 
products purchased, fees payable to NIOC for processing (including special plant 
costs) at Abadan Refinery and the costs of processing and refining NGL and de¬ 
livery of NGL products shall be allowed as deductions in calculating their taxable 
income for the purposes of the Iranian Income Tax Act consistent with Articles 6, 
5, 4 and 13 respectively. 

C. The Trading Companies shall not, for Iranian tax purposes, be deemed to have any 
further income or receipts from their sales provided their sales and receipts are in 
accordance with the provisions of Article 5. 

D. Except for income taxes in accordance with Section A above, other payments 
payable in accordance with this Agreement, and such reasonable and non-discrimi- 
natory charges, taxes and fees of whatever nature as are levied generally in respect 
of services rendered upon request or to the public generally, such as municipality, 
sanitary charges, documentary stamp taxes, civil and commercial registry fees and 
patent and copyright fees, no taxation, fee or charge of any nature shall be levied 
in Iran on the Consortium Members, Trading Companies, their respective affiliates, 
the customers of any of them or any transportation companies, or upon any divi¬ 
dends paid by any of them out of income derived from their transactions under 
this Agreement. The export of crude oil and products shall not be subject to any 
duties or taxes nor to any licences, permits or special formalities. 
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E. The Service Company, functioning solely as a contractor for NIOC on a non¬ 
profit making basis, shall not be liable to any contractor’s or income tax. 

ARTICLE 20 

The Consortium Members, the Trading Companies (subject only to the provisions of 
Article 5 B), the affiliates of any of them and their respective customers shall eadi 
have complete freedom to dispose of crude oil purchased hereunder and products 
manufactured therefrom, for export and consumption outside Iran, to such persons and 
at sudi prices as they may individually determine and to determine by what means 
and on what terms and conditions (including those relating to insurance) the same are 
carried away from Iran. 


ARTICLE 21 

The bunkering of vessels at Iranian ports with products manufactured from crude oil 
produced under this Agreement shall be carried out in accordance with agreed arrange¬ 
ments. 


ARTICLE 22 

A. All payments from the Trading Companies to Iran and NIOC, including advances 
against the purchase price of crude oil, shall be made in U.S. dollars. 

B. The principal books and accounts of NIOC and of the Trading Companies relating 
to the operations provided for in this Agreement shall be kept in U.S. dollars. 

C. Expenditures by NIOC in any one month relating to the operations provided for 
in this Agreement, which are incurred in Iranian rials, shall be converted into 
U.S. dollars at the monthly arithmetical average of the daily buying rate of dollars 
by Bank Markazi Iran for that month. 

D. Expenditures by NIOC in any one month relating to the operations provided for 
in this Agreement which are incurred in currencies other than U.S. dollars or Iranian 
rials shall be converted into U.S. dollars at the monthly arithmetical average for 
that month of the mean of the daily buying and selling rates for the currencies in 
question for telegraphic transfers at 10.30 hours GMT as provided by the National 
Westminster Bank Ltd., London. 

E. Receipts by NIOC in Iranian rials in any one month relating to the operations 
provided for in this Agreement shall be converted into U.S. dollars at the monthly 
arithmetical average of the daily selling rate of U.S. dollars by Bank Markazi Iran 
for that month. 
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F. Exdiange differences due to variations in exdiange rates an eadi year shall be de¬ 
ducted from or added to, as the case may be, operating costs for that year. 

G. For the purpose of determining the U.S. dollar amounts of Depreciation Charges 
referred to in Article 4 B .(7), Article 8 B (2) (a) and Article 10 and in the Pro¬ 
cessing Agreement referred to in Article 4: 

1. Expenditures incurred on fixed assets under construction at 21st March 1973 shall 
be converted to U.S. dollars at the mean of the buying and selling rates for 
telegraphic transfers of U.S. dollars at 10.30 hours GMT on 21st March 1973 
as certified by the National Westminster Bank Ltd., London. 

2. (a) In respect of the net book values of other assets in use immediately prior to 

the Effective Date relating to crude oil production, the manufacture of NGL 
products, and refining at Abadan Refinery, separate memorandum accounts 
for such net book values shall be maintained in pounds sterling. The sterling 
amounts of Depreciation Charges relating thereto shall be converted to 
U.S. dollars at the arithmetical average of the mean of the daily buying and 
selling rates for telegraphic transfers of U.S. dollars at 10.30 hours GMT as 
certified by the National Westminster Bank Ltd., London for the period 
21st March 1973 to 31st December 1973 and for each year thereafter. 

(b) For the purpose of establishing provisional rates required to be used for the 
period 21st March to 31st December 1973 the arithmetical average of the 
mean of the daily buying and selling rates for telegraphic transfers of 
U.S. dollars at 10.30 hours GMT as certified by the National Westminster 
Bank Ltd., London for the month of April 1973 shall be used. For each 
calendar year commencing with 1974, a similar arithmetical average rate of 
the month of December of the preceding year shall be used. If at any time 
there is a significant change in exchange rates an appropriate adjustment shall 
be promptly agreed and applied. 

(c) Notwithstanding the provisions of Section F above, if future exchange dif- 
fereneces should result in dollar balances remaining in the accounts associated 
with the sterling memorandum accounts referred to herein at the end of the 
period of write-off such balances shall be transferred between these accounts 
in order that such accounts shall be closed. 

H. Notwithstanding the provisions contained an Section G above relating to the con¬ 
version of pre-21st March 1973 net book values, the method of calculating the 
Amount Deductible in each year shall be in accordance with the provisions of Part 
Four of Schedule 3 for periods subsequent to 21st March 1973. 

ARTICLE 23 

A. Within Iran, and in connection with this Agreement, the Consortium Members and 
the Trading Companies shall exclusively bank with, and conduct all their banking 
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transactions through, Bank Markazi Iran or any other bank approved by the Bank 
Markazi Iran to act as agent to that Bank. 

B. Within the provisions of this Agreement: 

1. The Consortium Members and the Trading Companies shall be entitled freely 
to buy rials on a non-discriminatory basis and may freely reconvert into foreign 
exchange for transfer out of Iran any rials so purchased in excess of their re¬ 
quirements, within a reasonable length of time, but shall not be obliged to con¬ 
vert into rials any part of their funds. No special rates of exchange shall apply 
to the Consortium Members and the Trading Companies. 

2. None of the Consortium Members or Trading Companies shall be restrained from 
freely retaining or disposing of any funds or monetary assets outside Iran, in¬ 
cluding such funds or monetary assets as may result from their activities in Iran, 
or be restrained from maintaining foreign exchange accounts in Iran with the 
Bank Markazi Iran and freely retaining or disposing of, including transferring 
out of Iran, any funds standing to the credit thereof. 

ARTICLE 24 

The assets and facilities used in the operations under this Agreement as well as the 
hydrocarbon reserves are exclusively owned by NIOC, and the terms of this Agree¬ 
ment shall not be construed as granting in any manner to the Consortium Members 
or the Trading Companies any right inconsistent with NIOC’s exclusive ownership 
of such assets, facilities and reserves. 


ARTICLE 25 

A. Each Consortium Member shall be entitled to assign all or any of its rights and 
obligations under this Agreement subject to obtaining the written consent of NIOC 
in accordance with agreed arrangements. 

B. NIOC hereby consents to the assignment by any Consortium Member of all or any 
part of its rights and obligations under this Agreement to a Subsidiary, in which 
case such Consortium Member shall remain liable for the due performance of its 
obligations. 


ARTICLE 26 

A. The Ministry of Finance, or such other agency as Iran may designate from time to 
time, shall have full and complete power and authority to execute and administer 
this Agreement on behalf of Iran and to take any action or give any consent on 
behalf of Iran which may be necessary or convenient under or in connection with 
this Agreement or for its better implementation. 
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B. Iran hereby guarantees the due performance by NIOC of its obligations under this 
Agreement and related arrangements. 

ARTICLE 27 

Any failure by a party to comply with the terms of this Agreement which is attribut¬ 
able solely to force majeure shall not be regarded as a failure to perform its obligations. 
For the purposes of this Article force majeure shall include (but not be limited to) any 
event such as war, insurrection, civil commotion, strike, storm, tidal wave, flood, epi¬ 
demic, explosion, fire, lightning or earthquake which is beyond the reasonable control 
of any party. 


ARTICLE 28 

A. Any dispute arising out of this Agreement or any arrangements relating thereto 
shall be settled by an Arbitration Board consisting of three arbitrators. Arbitration 
proceedings shall be instituted by a notice in writing given by the complainant to 
the respondent. Each of the parties shall appoint an arbitrator and the two arbitrat¬ 
ors before proceeding to arbitration shall appoint a third arbitrator who shall be the 
President of the Arbitration Board. 

B. If one of the parties does not appoint its arbitrator, or does not advise the other 
party of the appointment made by it within two months of the institution of the 
proceedings, the other party shall have the right to apply to the President of the 
International Chamber of Commerce to appoint the second arbitrator. 

C. If the two arbitrators cannot within two months from the date of the appointment 
of the second arbitrator agree on the person of the third arbitrator, the latter shall, 
if the parties do not otherwise agree, be appointed, at the request of either party, 
by the President of the International Chamber of Commerce. 

D. Any arbitrator so appointed by the said President under Sections B, C, and K 
hereof shall be an individual of international repute and experience as far as 
possible with respect to the fields of arbitration and petroleum agreements and shall 
not be in the public service of nor be closely connected with Iran or any of the 
countries of which any of the Consortium Members or Trading Companies is a 
national. 

E. The arbitrators shall notify their acceptance of the nomination to both parties and 
to the President of the International Chamber of Commerce if they shall have been 
appointed by the said President within thirty days of receiving notice of their 
nomination. Failing such notification, it shall be assumed that they have refused 
the nomination and a new appointment shall be made in accordance with the same 
procedure. 


69 



Selected Documents — 1973 


F. The award which shall be final and binding may be given by a majority of the 
Arbitration Board. The parties undertake to comply with it in good faith and either 
party may seek execution of the award in any court having jurisdiction over the 
party against whom the execution is sought. 

G. The place of arbitration and such matters of procedure as are not provided for in 
this Article shall be determined by the parties. In case of failure of the parties to 
reach agreement, such place and procedure shall be determined by a majority de¬ 
cision of the arbitrators. 

H. The parties shall extend to the Arbitration Board all facilities (including access 
to the petroleum operations) for obtaining any information required for the proper 
determination of the dispute. The absence or default of any party to an arbitration 
shall not prevent or hinder the arbitration procedure in any or all of its stages. 

I. Pending the issue of the decision or award, the operations or activities which have 
given rise to the arbitration need not be discontinued. In case the decision or award 
recognises that the complaint was justified, provision may be made therein for such 
reparation as may appropriately be made in favour of the complainant. 

J. The costs of arbitration shall be awarded at the discretion of the Arbitration Board. 

K. If for any reason an arbitrator after having accepted the functions placed upon 
him is unable or unwilling to enter upon or complete the determination of a dis¬ 
pute, then the party concerned or the two arbitrators as the case may be shall 
appoint a substitute arbitrator within two months, failing which either party may 
request the President of the International Chamber of Commerce to appoint a sub¬ 
stitute for the said arbitrator in accordance with the regulations laid down in this 
Article. 

L. The arbitrators shall base their decision or award on the rights and obligations of 
the parties as laid down in this Agreement and arrangements relating thereto. The 
decision or award shall be governed by and executed in accordance with the laws of 
Iran. 

M. Wherever appropriate, decisions and awards hereunder shall specify a time for com¬ 
pliance therewith. 

N. Either party may within fifteen days of the date of the communication of the 
decision or award to the parties, request the Arbitration Board who gave the 
original decision or award to interpret the same. Such a request shall not affect 
the validity of the decision or award. Any such interpretation shall be given within 
one month of the date on which it was requested and the execution of the decision 
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or award shall be suspended until the interpretation is given or the expiry of the 
said month, whidiever first occurs. 

O. The provisions of this Agreement relating to arbitration shall continue in force 
notwithstanding the termination of this Agreement. 

P. Should the parties readi an agreement on the issue submitted to the arbitration prior 
to the issuance of the award by the Arbitration Board, such agreement shall be 
recorded in the form of an "arbitral award made by consent of the parties” and 
the mission of the Arbitration Board shall thus terminate. 

ARTICLE 29 

This Agreement shall be interpreted in accordance with the laws of Iran. The rights 
and obligations of the Parties shall be governed by and according to the provisions of 
this Agreement. The termination before expiry date or any alteration of this Agreement 
shall be subject to the mutual agreement of the Parties. 

ARTICLE 30 

A. The term of this Agreement shall be twenty years from the Effective Date. 

B. This Agreement shall come into force as soon as it has been signed under hand or 
seal by the First and Second Parties hereto and has been ratified and duly en¬ 
acted as part of the law of Iran by Act of the Majlis and Senate and assent of 
H.I.M. the Shahanshah Aryamehr. 

ARTICLE 31 

A. The Consortium Agreement effective 29th October, 1954, as supplemented and 
amended and the arrangements relating thereto are hereby terminated and as of 
the Date of Enactment are replaced by this Agreement and the arrangements re¬ 
lating hereto. 

B. Iran and NIOC on the one hand and the Consortium Members and the Trading 
Companies on the other agree that this Agreement constitutes a fair, appropriate 
and final settlement of all claims, demands and issues of any nature whatsoever 
outstanding between them as at the Date of Enactment. 

ARTICLE 32 

The Persian and English texts of this Agreement shall be of equal validity. In case 
of dispute which is referred to arbitration, both texts shall be laid before the Arbitration 
Board which shall interpret the intention of the parties from both texts. 
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ARTICLE 33 


Any notice required or authorised to be given under this Agreement to any party shall 
be deemed to have been duly given when given in writing and delivered: 

1. In the case of a notice to Iran, addressed to the Ministry of Finance or such other 
agency as Iran may designate from time to time under Article 26 at the principal 
office of the Ministry of Finance or of such other agency as the case may be. 

2. In the case of NIOC, at NIOC’s Head Office. 

3. In the case of a notice to any of the Consortium Members at its Head Office ad¬ 
dress hereinafter mentioned, or at such other address as it may from time to time 
by written notice to Iran and NIOC designate for the purpose: 

Gulf Oil Corporation, Exxon Corporation, 

Gulf Building, 1251 Avenue of the Americas, 

P.O. Box 1166 New York, 

Pittsburgh, N.Y. 10020, U.S.A. 

Pennsylvania 15230, U.S.A. 


Mobil Oil Corporation, 
150 East 42nd Street, 
New York, 

N.Y. 10017, U.S.A. 


Texaco Inc., 

135 East 42nd Street, 

New York, 

N.Y. 10017, U.S.A. 

The British Petroleum Company Ltd. 
Britannic House, 

Moor Lane, 

London E C2Y 9 BU, England 

Shell Petroleum N.V., 

30 Carel Van Bylandtiaan, 

The Hague, 

Netherlands 

Compagnie Francaise des Petroles, 

5 Rue Michel Ange, 

75781 Paris Cedex XVI, 

France 


Standard Oil Company of California, 
Standard Oil Building, 

225 Bush Street, 

San Francisco, 

California 94120, U.S.A. 

Atlantic Richfield Company, 

515 South Flower Street, 

Los Angeles, 

California 90071, U.S.A. 

Continental Oil Company, 

High Ridge Park, 

Stamford, 

Connecticut 06904, U.S.A. 

Getty Oil Company, 

3810 Wilshire Boulevard, 

Los Angeles, 

California 90010, U.S.A. 

Charter Oil Company, 

208 N. Laura Street, 

Jacksonville, 

Florida 32202, U.S.A. 
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American Independent Oil Company, The Standard Oil Company (Ohio), 

50 Rockefeller Plaza, Midland Building, 

New York, Cleveland, 

N. Y. 10020, U.S.A. Ohio 44115, U.S.A. 

4. In the case of a notice to a Trading Company, at the registered office of such Com¬ 
pany in Iran. 

IN WITNESS WHEREOF, the First and Second Parties hereto have signed these 
presents under hand or seal on the dates and at the places indicated below: 


SCHEDULE 1 
AREA 

The Area consists of two blocks. Block One and Block Two and the Islands of Kharg and 
Khargu all as defined herein. 

BLOCK ONE 

All the area bounded by a line suiting from 

thence following the geodesic to 


Point 1 

Latitude 33® 

29’ 

50” 

Point 8 

Latitude 32® 

44’ 

51” 



Longitude 45® 

59’ 

57” 


Longitude 49® 

29’ 

57” 



thence following 

the geodesic to 


thence following the geodesic 

to 

Point 20 

Latitude 33® 

15’ 

36” 

Point 9 

Latitude 32® 

24’ 

51” 



Longitude 46® 

31’ 

02” 


Longitude 49® 

59’ 

57” 



thence following 

the geodesic to 


thence following the geodesic 

to 

Point 21 

Latitude 34® 

02’ 

06” 

Point 10 

Latitude 31® 

34’ 

50” 



Longitude 46® 

56’ 

14” 


Longitude 49® 

59’ 

57” 



thence following 

the geodesic to 


thence following the geodesic 

to 

Point 5 

Latitude 33® 

29’ 

51” 

Point 11 

Latitude 30® 

44’ 

50” 



Longitude 47® 

59’ 

57” 


Longitude 50® 

59’ 

56” 



thence following 

the geodesic to 


thence following the geodesic 

to 

Point 6 

Latitude 33® 

19’ 

51” 

Point 206 Latitude 30® 

34’ 

30” 



Longitude 48® 

59’ 

57” 


Longitude 51® 

11’ 

00” 
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thence following the geodesic to 

Point 201 Latitude 33® 12’ 00” 

Longitude 48® 59’ 57” 

thence following the geodesic to 

Point 200 Latitude 33® 14’ 30” 

Longitude 48® 39’ 20” 

thence following the geodesic to 

Point 203 Latitude 33® 09’ 15” 

Longitude 48® 36’ 30” 

thence following the geodesic to 

Point 202 Latitude 33® 00’ 00” 

Longitude 48® 59’ 57” 

thence following the geodesic to 

Point 7 Latitude 32® 44’ 50” 

Longitude 48® 59’ 57” 

thence following the geodesic to 

Point 23 Latitude 28® 18’ 30” 

Longitude 52® 38’ 30” 

thence following the geodesic to 

Point 24 Latitude 27® 50’ 20” 

Longitude 51® 23’ 30” 

which is on the Seaward boun¬ 
dary thence following the Sea¬ 
ward Boundary to the point 
where this Seaward Boundary 
intersects the present inter¬ 
national Iran/Iraq frontier near 
the mouth of the Arvand Rud 
(Shatt), thence following sudi 
international frontier to its in¬ 
tersection with the meridian of 
Longitude 45® 59’ 57” and 
thence northward along this 
meridian to 


thence following the geodesic to 


Point 205 Latitude 30® 

39’ 

45” 


Longitude 51® 

16’ 

00” 


thence following the geodesic to 

Point 204 Latitude 30® 

44’ 

50” 


Longitude 51® 

08’ 

00” 


thence following the geodesic to 

Point 12 

Latitude 30® 

44’ 

50” 


Longitude 51® 

29’ 

56” 


thence following the geodesic to 

Point 13 

Latitude 30® 

29’ 

50” 


Longitude 51® 

59’ 

56” 


thence following the geodesic to 

Point 22 

Latitude 28® 

46’ 

00” 


Longitude 51® 

59’ 

56” 


Point 212 

Latitude 30® 

26’ 

36” 


Longitude 49® 

11’ 

00” 


thence following the geodesic to 

Point 213 

Latitude 30® 

01’ 

50” 


Longitude 49® 

11’ 

00” 


which is where the meridian of 
longitude 49® 11’ 00” east of 
Greenwich intersects the Sea¬ 
ward Boundary 

thence following the Seaward 
Boundary to the point where 
this Seaward Boundary inter¬ 
sects the present international 
Iran/Iraq frontier near the 
mouth of the Arvand Rud 
(Shatt) thence following such in¬ 
ternational frontier to 
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Point 1 defined above, 

with the exception of the follow¬ 
ing two areas: 

A) RAZI All the area bounded by a line 

starting from 

Point 207 Latitude 30® 26’ 15” 

Longitude 51® 01’ 14” 

thence following the geodesic to 

Point 208 Latitude 30® 29’ 30” 

Longitude 51® 05’ 00” 

thence following the geodesic to 

Point 209 Latitude 30® 18’ 40” 

Longitude 51® 17’ 20” 

thence following the geodesic to 

Point 210 Latitude 30® 15’ 52” 

Longitude 51® 14’ 24” 

thence following the geodesic to 

Point 207 defined above. 

B) ABADAN 
PLAINS 

All the area bounded by a line 
starting from 

Point 211 Latitude 31® 31’ 12” 

Longitude 48® 01’ 57” 

thence following the geodesic to 

Point 222 Latitude 26® 51’ 28" 

Longitude 56® 54’ 22” 

whidi is where the meridian of 
longitude 56® 54’22” intersects 
the Seaward Boundary thence 
following the Seaward Boun¬ 
dary to 


Point 214 which is where the meridian of 
longitude 48® 23’ 06” intersects 
the present international Iran/ 
Iraq frontier line 

thence following the geodesic to 

Point 215 Latitude 30® 50’ 00” 

Longitude 48® 19’ 36” 

thence following the geodesic to 

Point 216 Latitude 30® 50’ 00” 

Longitude 48® 01’ 57” 

thence following the geodesic to 
Point 211 defined above. 

BLOCK TWO 

All the area bounded by a line starting 
from 

Point 220 Latitude 27® 13’ 34” 

Longitude 55® 29’ 06” 

thence following the geodesic to 

Point 28 Latitude 27® 11’ 00” 

Longitude 55® 41’ 30” 

thence following the geodesic to 

Point 29 Latitude 27® 27’ 45” 

Longitude 56® 43’ 30” 

thence following the geodesic to 

Point 221 Latitude 27® 24’ 16” 

Longitude 56® 54’ 22” 

thence following the geodesic to 

Point 233 Latitude 26® 51’ 04” 

Longitude 55® 36’ 32” 

thence following the geodesic to 

Point 234 Latitude 26® 46’ 42” 

Longitude 55® 35’ 36” 

thence following the geodesic to 
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Point 223 Latitude 27® 06’ 07” 

Longitude 56® 32’ 12” 

thence following the geodesic to 

Point 224 Latitude 27® 07’ 34” 

Longitude 56® 28’ 02” 

thence following the geodesic to 

Point 225 Latitude 27® 06’ 28” 

Longitude 56® 23’ 35” 

whidi is on the Seaward Boun¬ 
dary 

thence following this Seaward 
Boundary to 

Point 226 Latitude 27® 00’ 03” 

Longitude 56® 00’ 14” 

thence following the geodesic to 

Point 227 Latitude 26® 57’ 01” 

Longitude 55® 52’ 44” 

thence following the geodesic to 

Point 228 Latitude 26® 58’ 15” 

Longitude 55® 48’ 13” 

thence following the geodesic to 

Point 229 Latitude 26® 58’ 02” 

Longitude 55® 45’ 35” 

thence following the geodesic to 

Point 230 Latitude 26® 57’ 36” 

Longitude 55® 44’ 52” 

thence following the geodesic to 

Point 231 Latitude 26® 56’ 58” 

Longitude 55® 39’ 56” 

thence following the geodesic to 

Point 232 Latitude 26® 52’ 55” 

Longitude 55® 35’ 54” 


Point 235 Latitude 26® 43’ 48” 

Longitude 55® 30’ 15” 

thence following the goedesic to 

Point 217 Latitude 26® 42’ 09” 

Longitude 55® 23’ 00” 

thence following the geodesic to 

Point 218 Latitude 27® 08’ 00” 

Longitude 55® 23’ 00” 

thence following the geodesic to 

Point 219 Latitude 27® 08' 00” 

Longitude 55® 29’ 06” 

thence following the geodesic to 

Point 220 defined above. 

ISLANDS OF KHARG AND KHARGU 

The Islands of Kharg and Khargu and the 
area lying within the Seaward Boundary 
of the Area with regard to such Islands. 

NOTES: 

1. In this Schedule all points are defined 
with reference to geodetic co-ordinates 
on the Clarke 1880 Ellipsoid, Manyur 
Final Datum 1958. 


2. As used herein “Seaward Boundary” 
means that boundary as identified as 
such on maps and mosaics Nos. 64 to 
111 inclusive in Annexure No. 3 to the 
Agreement dated 1st January 1966 bet¬ 
ween the Government of Iran, NIOC 
and the Consortium Members and 
their Affiliates. 
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KEY ANNEXES 


to 

IRAN’S OIL SALES AND PURCHASE AGREEMENT 

with 


THE CONSORTIUM 


ANNEXE I 
SCHEDULE 1 

Area Definition (See Annexe I included in the main Agreement) 

SCHEDULE 2 
CONSORTIUM MEMBERS 

Gulf Oil Corp.; Mobil Oil Corp.; Exxon Corp.; Standard Oil Company of California; 
Texaco Inc.; The British Petroleum Co. Ltd.; Shell Petroleum N.V.; Compagnie Fran- 
caise des Petroles; American Independent Oil Co.; Atlantic Richfield Co.; Continental 
Oil Co.; Getty Oil Co.; Charter Oil Co.; The Standard Oil Company (Ohio). 

SCHEDULE 3 

DETERMINATION OF THE BALANCING MARGIN AND INTEREST 
PART ONE: DEFINITIONS 

In this Schedule the following terms shall, unless the context otherwise requires, have 
the meanings set out below: “Amount Deductible” shall have the meaning set out in 
Part Four hereof. 

“Arm’s Length Sale” means a sale for payment in currency not involving one or more 
of the following features, the value of which exceeds 5 per cent of the total contract 
value of the substance concerned: 

1. purchase or buyback arrangements whether for crude oil, products or any other 
goods or services; 

2. barter arrangements; 

3. exchange, loan or lease arrangements; 
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4. any other arrangements related to sudi sale which affect the sale price and for 
which adjustment is not provided under Section I (2) (c) of Part Three hereof; 
and excluding all sales pursuant to purchase and sale provisions under joint production 
or joint downstream arrangements. 

“Article” means Article of this Agreement. 

“Exploration and Producing Company” means Iraanse Aardolie Exploratie en Pro- 
ductie Maatschappij (Iranian Oil Exploration and Producing Company) N.V. 

“Market Margin” means the Market Price less Tax Paid Cost. 

“Market Price” means the average open market price f.o.b. Iran for Arm’s Length 
Sales to Third Parties calculated in accordance with Part Three hereof. 

“Parties” means NIOC and the Consortium Members, and 
“Party” means any one of them as the context may require. 

“Quarter-Way Price” (“QWP”) means in respect of each grade of crude oil the sum 
of the Tax Paid Cost for that grade plus 25 per cent of the difference between the 
applicable posted price and the Tax Paid Cost for that grade. 

“Refining Company” means Iraanse Aardolie Raffinage Maatschappij (Iranian Oil Re¬ 
fining Company) N.V. 

“Relevant Percentage” for any year means the percentage applicable to the year as 
follows: 


Year 

Percentage 

Year 

Percentage 

1973 

25% 

1978 

30% 

1974 

25% 

1979 

35% 

1975 

25% 

1980 

40% 

1976 

25% 

1981 

45% 

1977 

25% 

1982 

51% 


each year after 1982 51% 


“Tax Paid Cost” (“TPC”) means in respect of each grade of crude oil in any year 

the amount per barrel equal to: 

1. operating costs per barrel charged to the Trading Companies under Article 6 for 
that year; plus 

2. the Stated Payment; plus 

3. the amount payable per barrel in that year by way of income tax or other Govern¬ 
ment take on the difference between the applicable posted price and the sum of (1) 
and (2) above. 

“Third Parties” means 

1. in relation to the sales of crude oil, buyers other than those owned or controlled 
directly or indirectly as to 50 per cent or more by one or more of the Parties; and 

2. in relation to sales of NGL products, buyers other than those owned or controlled 
directly or indirectly as to more than 50 per cent by one or more of the Parties. 
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PART TWO: CALCULATION OF BALANCING MARGIN 

A. The balancing margin for eadi year shall be equal to the amount calculated under 
Section B below divided by the total number of barrels of crude oil sold and de¬ 
livered to the Trading Companies in that year. 

B. The amount referred to in Section A above shall be equal to: 

1. the margin over Tax Paid Cost whidi NIOC would have received from the sale 
in that year to the Trading Companies of the various quantities of each grade of 
crude oil calculated in accordance with Section C below at the respective prices 
set out below, adjusted as provided in Section D below: 


(a) The quantity of Iranian Light determined by re¬ 
ference to Column 1 of Section C: 

(b) The quantity of Iranian Heavy determined by 
reference to Column 1 of Section C: 

(c) The quantity of Iranian Light determined by re¬ 
ference to Column 2 of Section C: 

(d) The quantity of Iranian Heavy determined by 
reference to Column 2 of Section C: 

(e) The quantities of other crude oil from streams 
which may come into existence after the Effective 
Date determined by reference to Columns 1 and 
2 respectively of Section C: 

(f) The quantities of each grade of Iranian crude oil 
calculated in accordance with Sections C (2) and 
C(3). 


Price per barrel 
QW P-f- 20 cents 
QW P -|- 17 cents 
TPC -f 36 cents 
TPC -f 33 cents 


Prices to be established 
The Market Price as de¬ 
termined pursuant to 
Pan Three hereof; plus 


2. the Market Margin as determined pursuant to Section F of Part Three hereof, 
for NGL products manufactured at Bandar Mahshahr Refinery and exported 
from Iran in that year, multiplied by the Relevant Percentage of the total vol¬ 
ume of such products; plus 

3. the Relevant Percentage for the year of the amount calculated for that year under 
Article 10; 

minus 

4. the sum of: 

(a) the Amount Deductible in that year as calculated under Part Four hereof; 
plus 

(b) the Market Margin for each grade of crude oil calculated in accordance with 
paragraph (1) (f) above, multiplied by NIOC’s Stated Quantity of the same 
grade of crude oil for export in that year; (the quantities of crude oil ex- 
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ported by NIOC under the provisions of Article 3 D shall not be Included 
hereunder); plus 

(c) other additional benefits, if any, which Iran or NIOC may receive under this 
Agreement but which do not accrue under the General Agreement and related 
arrangements to other countries in the Persian Gulf, 

divided by the difference between 100 per cent and the percentage rate of 
Iranian income tax applicable to the Trading Companies in that year. 

C. The quantity in any year of each grade of crude oil to which shall be applied the 
prices provided in Section B (1) above shall be calculated in the following manner: 

1. To calculate the total quantity of all grades of crude oil to be valued at the 
prices applicable to the volumes determined hereunder by reference to the percent¬ 
ages listed below in Columns 1 and 2 respectively, in respect of each of the 
years listed below, apply the respective percentages to the “Aggregate” of the 
quantity of crude oil required by NIOC for internal consumption, NIOC’s 
Stated Quantity and the quantities nominated by the Trading Companies in such 
year, as adjusted in accordance with the provisions of Sections E, F and G below; 
except that for the years following 1975, the percentage shown for such years in 
Column 2 shall be applied to the 1975 Aggregate. 


Percentage of the Aggregate 



Column 1 

Column 2 

1973 

18.75% 

3.75 % 

1974 

12.50% 

7.50 % 

1975 

6.25% 

12.50 % 

1976 


17.50 % 

1977 


13.125% 

1978 


8.75 % 

1979 


4.375% 


2. To calculate the total quantity of crude oil to be valued at the Market Price 
pursuant to Section B (1) (f) above in respect of any year, take the difference 
between: 

(a) the Relevant Percentage of such Aggregate, and 

(b) (i) the Relevant Percentage of the quantity of crude oil required by NIOC 

for internal consumption in that year; 

plus 

(ii) the total quantity of crude oil for that year as determined under para¬ 
graph (1) above. 

3. Separate the three respective quantities of crude oil calculated under para¬ 
graphs (1) and (2) above into the various grades of crude oil available for export 
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in the same proportions as those grades are included in the total quantity of 
crude oil nominated by the Trading Companies for export as adjusted under 
Sections E and F below. 

D. The price for each grade of crude oil specified in Section B (1) (a) to (e) inclusive 
above shall be reduced by the cost of credit for 90 days calculated by multiplying 
such price by the rate of interest of 1 per cent over the average for the year of 
the mean three months’ interbank Eurodollar rate of interest prevailing on the 
15th day of each month. 

E. For the purpose of the calculation under Section B above NIOC’s Stated Quantity 
for export in any year and the quantity nominated by the Trading Companies for 
that year under Article 3 B shall be used except as adjusted pursuant to Sec¬ 
tions F and G below. Sudi adjustment shall be made separately for each grade of 
crude oil for export. 

F. The quantity of crude oil nominated by the Trading Companies in respect of any 
year under Article 3 B shall be increased or decreased as follows: 

1. the quantity so nominated shall be increased by the amount of crude oil, if any, 
lifted by them in that year under Articles 3 D and E (1) in excess of the 
quantity so nominated; 

2. the quantity so nominated shall be further increased by the amount, if any, of 
liftings by the Trading Companies in excess of quantities nominated by them 
under the provisions of Article 3; 

3. the quantity so nominated shall be decreased by the amount by which liftings in 
that year by the Trading Companies are less than such quantity due to: 

(a) operational factors, up to 5 per cent of such quantity; 

(b) circumstances beyond the control of the Trading Companies, including force 
majeure, which result in a reduction of crude oil available to them for 
export or which prevent them from lifting the entire quantity nominated by 
them; 

(c) overlifts by NIOC under Section G (5) below in excess of decreases under 
sub-paragraphs (a) and (b) above in such quantity. 

G. NIOC’s Stated Quantity for expon in any year shall be increased or decreased as 
follows: 

1. the Stated Quantity shall be decreased by the amount by which the quantity of 
crude oil lifted by NIOC In that year is less than the Stated Quantity for 
export due to circumstances beyond the control of NIOC, including force majeure, 
which result in a reduction of crude oil available to it or which prevent it from 
lifting its entire Stated Quantity for export; 

2. the Stated Quantity shall be decreased by the amount by which total liftings 
by NIOC in that year are less than its Stated Quantity for export due to 
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operational factors, not exceeding 10 percent of sudi Stated Quantity for the 
period up to 31st December 1975, and not exceeding 5 per cent thereafter; 

3. the Stated Quantity shall be further decreased by overlifts, if any, by the Trading 
Companies in that year under Section F (2) above in excess of decreases in sudi 
Stated Quantity under paragraphs (1) and (2) above; 

4. the Stated Quantity shall be increased by the amount lifted by NIOC in that 
year in excess of the Stated Quantity pursuant to arrangements to carry forward 
to the current year operational underliftings in the previous year of up to 10 per 
cent of NIOC’s Stated Quantity for that year for the period up to 31st Decem¬ 
ber 1975, and up to 5 per cent thereafter, including vessel slippage carry forward 
as provided in Schedule 5 to this Agreement. 

5. the Stated Quantity as increased under paragraph (4) above shall be further in¬ 
creased by the amount, if any, of liftings by NIOC in that year in excess thereof, 
exclusive of any liftings by it under Article 3 D. In the event of such an over¬ 
lift in any year, NIOC’s Stated Quantity for export for the following year shall 
be reduced by the amount of such overlift up to 4 million barrels or two ships’ 
deadweight, whichever is the larger, to account for the allowed year-end tolerance 
for ship slippages. 

H. In situations arising under Section F (3) (b) above when circumstances outside Iran 
prevent the Trading Companies from lifting the entire quantity nominated by them, 
they will ensure that their liftings from Iran are treated equitably with their liftings 
from other sources in the Persian Gulf. 

I. The balancing margin calculated as specified herein, taken together with all other 
financial and fiscal benefits presently accruing to Iran and NIOC, achieves the 
mutual objective of the Parties that the total financial benefits and advantages to 
Iran and NIOC under the Agreement are no less favourable than those applicable 
at present to other countries in the Persian Gulf under the General Agreement and 
related arrangements. The same objective so far as the future is concerned shall be 
achieved by the application of the provisions of the relevant Related Letter. 

PART THREE: DETERMINATION OF THE MARKET PRICE AND THE 
MARKET MARGIN FOR CRUDE OIL AND NGL PRODUCTS 

A. With respect to each grade of crude oil produced from the Area, and NGL products 
manufactured at Bandar Mahshahr Refinery, the average open market margin over 
Tax Paid Cost for any year (the “Market Margin’’) shall be the difference bet¬ 
ween: 

1. the average open market price per barrel f.o.b. Iran for the relevant grade of 
crude oil or NGL product for Arm’s Length Sales to Third Parties in the year 
(the “Market Price”), and 

2. the Tax Paid Cost for the year of such grade of crude oil or NGL product. 

Sales by NIOC to any Trading Company or its affiliates of crude oil forming 
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part of NIOC’s Stated Quantity shall be considered to be sales to Third Parties 
for the purposes of the provisions of this Sdiedule. 

CRUDE OIL 

B. For the purposes only of determining the balancing margin under this Agreement: 

1. the Market Price for the following grades of crude oil for the period 21st Mardi 
1973 to 31st December 1975 shall be taken to be: 

Iranian Light: QW P+ 25 cents, 

Iranian Heavy: QWP + 20 cents. 

2. For any other grade of crude oil produced from the Area and sold from Iran 
by the Parties or their affiliates during this period, the margin over Quarter- 
Way Price whidi shall be used to determine the Market Price for such grade 
shall be agreed by the Parties, with due regard to the prices under paragraph (1) 
above. 

3. The Market Margin for each year in such period shall be calculated in accordance 
with Section A above. 

C. Promptly after the enactment of this Agreement a Committee of four persons shall 
be appointed (together with four alternates), two by NIOC and two by the Con¬ 
sortium Members. The Committee shall examine, evaluate, and report collectively 
to the Parties on principles and procedures for determining the Market Price based 
on available actual market data, including the Audit procedure set out in this part 
of this Schedule, with a view to the Parties agreeing on the adoption of such princip¬ 
les and procedures for the determination of the Market Price after 1975 for the 
remaining term of this Agreement. 

D. The Audit procedure provided herein shall be put into effect as a means of monitor¬ 
ing its effectiveness in determining Market Prices from the Effective Date and to 
enable the Committee to evaluate it and recommend improvements; provided, how¬ 
ever, that the prices specified in or agreed pursuant to Section B above shall not be 
changed as a result of such Audit. 

APPOINTMENT OF THE PANEL OF THREE INDEPENDENT 

EXPERTS 

E. 1. (a) If the Parties have not agreed upon principles and procedures as provided in 

Section C above by 30th June 1976; or if they have not agreed upon such 
principles and procedures by 30th June of any subsequent year, a Panel of 
three independent experts shall be appointed as provided in paragraph (2) 
below to perform the functions provided in paragraph (3) below. Such ap¬ 
pointment shall be repeated annually and the procedures set forth in this 
Section shall continue in force unless and until the Parties agree otherwise. 
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(b) The Panel shall carry out the functions provided in paragraph (3) below 
once only unless reappointed by agreement between the Parties. If the Panel 
last appointed is not so reappointed or if at any time any member is un¬ 
able or unwilling to perform the functions assigned to him herein, another 
Panel or person as the case may be shall be appointed in its or his place in 
accordance with the procedure set out below. 

(c) The fees and expenses of the Panel shall be paid by NIOC and shall be in¬ 
cluded in the operating costs relating to crude oil. 

2. (a) By the 31st July of any relevant year, NIOC and the Consortium Members 

collectively shall each appoint an independent expert. Within 30 days of the 
appointment of the second independent expert either under this sub-para- 
graph or paragraph (b) below, the two independent experts shall jointly 
appoint a third independent expert. 

(b) Failing appointment of either of the independent experts provided for in sub- 
paragraph (a) above, or failing agreement between the two independent ex¬ 
perts on the appointment of the third independent expert who is prepared 
to accept such appointment, NIOC or the Consortium Members collectively 
may apply to the President of the International Chamber of Commerce to 
appoint such independent expert or third independent expert within 30 days 
of such application. 

(c) Each independent expert shall in so far as possible be a person of inter¬ 
national reputation as being impartial and objective and who has extensive 
experience and expertise in the international trade of crude oils. 

3. (a) If requested either by NIOC or by the Consortium Members collectively, 

the Panel shall review as soon as possible after its appointment in consul¬ 
tation with the Parties the procedures proposed by the Parties with a view 
to recommending to the Parties ways and means by which they could be 
Improved, modified or restructured to determine effectively through the use 
of available actual market data the Market Price of each grade of crude oil 
from the Area. 

(b) If the recommendations of the Panel are agreed to by the Parties they shall 
be put into effect forthwith. 

(c) If the Panel recommends no change in procedures, or if recommendations 
for changes are not agreed to by the Parties, it shall, after individual consul¬ 
tation with representatives of NIOC and of each of the Consortium Members 
separately, determine the Market Price of each grade of crude oil from the 
Area for the year in respect of which it was appointed by 15th April of the 
following year. Such determination shall be made by majority vote, failing 
which the third independent expert shall make such determination. 

4. The Market Price determined under paragraph (3) (c) above shall be final and 
conclusive for all purposes of this Agreement. The Market Margin for the year 
shall be calculated in accordance with Section A above. 
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5. In determining the Market Price pursuant to paragraph (3) (c) above, the Panel 
shall take into account the following information: 

(a) the findings for the year under consideration reported by the Chartered 
Accountants under Section L (4) below; 

(b) information supplied by the Parties individually; 

(c) published information: 

(i) in trade publications from relevant and reputable sources quoting prices 
of Persian Gulf crude oils sold at arm’s length to Third Parties, adjusted 
appropriately to an f.o.b. Iran basis; 

(ii) in Government and inter-Government sutistics in respect of market price 
levels of Persian Gulf crude oils; 

(d) and other information on the relative value of each grade of Iranian crude 
oil sold at arm’s length to 'Third Parties, f.o.b. Iran, including that available 
through analysis of historical market value relationships made by inter¬ 
nationally accepted oil industry bureaux or consultants and compiled on 
a regular basis; 

(e) any other relevant information. 

6. In evaluating the information available from the sources referred to in (5) above, 
the Panel shall also give due consideration to the following: 

(a) the volume and terms of sales of crude oil in respect of which information 
has been supplied by the Parties; 

(b) the appropriate weight to be given to realisations from spot sales and past 
and present term sales taking into account typical trade conditions in the 
year in question; 

(c) the requirement to adjust realisations on a consistent basis to a common f.o.b. 
Iran base. 

7. All the data disclosed to the Panel hereunder shall be kept strictly confidential 
by it and shall not be disclosed to any of the Parties nor to any other person. 
Such data shall not be used in any way for any purpose other than for the 
determination to be made under paragraph (3) (c) above. Following such de¬ 
termination, the Panel shall return all such data to the Party which submitted it. 

8. Notwithstanding the appointment of the Panel the provisions of Sections H to O 
inclusive shall continue in force, and the Chartered Accountants appointed in 
accordance therewith shall continue to perform the functions assigned to them 
therein, but their findings shall be for information purposes only and shall not 
be binding on the Parties. 


NGL PRODUCTS 

F. 1. 'The Market Price and the Market Margin for NGL products manufactured at 
Bandar Mahshahr Refinery and exported from Iran by the Trading Companies 
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or their affiliates in any year shall be determined by the firm of Chartered 
Accountants appointed pursuant to Section H below in accordance with the 
principles and procedures set out in Sections I to L below inclusive except as 
provided in paragraph (2) below. 

2. (a) The following data shall be submitted by each Party in accordance with 

Section I (2) below in respect of f.o.b. Iran, Arm’s Length Sales to Third 

Parties in the preceding year of NGL products manufactured in and ex¬ 
ported from Iran by NIOC and the Trading Companies: 

(i) the volume in barrels of each NGL product sold in that year; 

(ii) the designated destination of each NGL product sold; 

(iii) the total proceeds expressed in U.S. dollars, realised in respect of each 
NGL product sold. 

(b) With respect to the computation of the Market Margin, the Chartered Ac¬ 
countants shall: 

(I) adjust the proceeds from sales reported by NIOC by the amount of 
location differential to a common f.o.b. Bandar Mahshahr basis; 

(ii) divide the total proceeds, as adjusted, for all NGL products by the total 
volume in barrels of all such products to calculate an average price per 
barrel for all NGL products; 

(iii) deduct from the average price per barrel for all NGL products, the 
average costs per barrel of producing NGL and refining the same for the 
preceding year as charged to the Trading Companies under this Agree¬ 
ment and as reported by the accounting organisation handling capital 
and operating expenditures in respect of NGL operations under this 
Agreement. Producing and refining costs will be calculated in accordance 
with Article 8; 

(iv) calculate the Market Margin per barrel by reducing the amount of the 
difference between the average price per barrel of NGL products and 
average producing and refining costs per barrel by the percentage equal 
to the applicable rate of income tax during such preceding year. 

3. The Chartered Accountants shall certify to each Party by 1st April of the year 
in which the data specified in paragraph (2) (a) above is submitted, the results 
of the computation made under paragraph (2) (b) above and the total volume 
of each NGL product sold in the preceding year, both of which shall be final 
and conclusive for all purposes of this Agreement. 

APPLICATION OF THE MARKET PRICES AND MARKET MARGINS TO 

SUBSEQUENT YEARS 

G. Unless otherwise agreed between the Parties, the Market Price and the Market 
Margin for each grade oil and for NGL products determined in respect of any 
year shall apply in respect of each subsequent year until the Market Price and 
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Market Margin have been determined for such year in accordance with the provisions 
of this Schedule. 


AUDITS 

AUDITS OF CRUDE OIL SALES 
APPOINTMENT OF CHARTERED ACCOUNTANTS 

H. Promptly after this Agreement is enacted, the Parties shall jointly appoint an inter¬ 
nationally recognized firm of independent Chartered Accountants who have ex¬ 
perience in providing accounting and auditing services to the petroleum industry, 
to carry out the functions and services specified herein. The costs and fees of the 
Chartered Accountants shall be paid by NIOC and charged as part of the operating 
costs in the price of crude oil produced under this Agreement. 

SUBMISSION OF DATA 

I. 1. Not later than 15th March each year each Party shall submit individually to 

the Chartered Accountants the data referred to in paragraphs (2) and (3) below 
in respect of f.o.b. sales or other dispositions of crude oil produced from the 
Area and sold from Iran as such by that Party or its affiliates in the preceding 
year. Such data shall be certified by the auditors of the Party submitting the 
same as being complete and accurate and as having been compiled as specified 
herein and in accordance with sound accounting principles, and shall be supported 
by any additional data that the Chartered Accountants may require to substitute 
such certification. 

2. In respect of f.o.b. Iran, Arm’s Length Sales of crude oil to Third Parties the 
following data shall be submitted pursuant to paragraph (1) above: 

(a) the volume in barrels and the average API gravity of each grade sold in that 
year; 

(b) the designated destinations by volume and grade of such sales; and 

(c) the total proceeds in U.S. dollars from such sales for each grade (net of any 
commissions, rebates or discounts and net of the effect of credit terms or 
terms for pre-payment). 

(i) In respect of such sales effected in currencies other than U.S. dollars, the 
conversion to U.S. dollars shall be calculated at the rate of exchange 
ruling on the date that loading commences for each sale as published by 
the Chase Manhattan Bank for that day, or if not available, for the 
preceding business day. 

(ii) An adjustment to the sale price shall be made to take account of the 
use of credit or of prepayments for each full day of delay or advance 
payment relative to the average time interval after loading following 
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which payment of the balancing margin is due under this Agreement, at 
the rate of 1 per cent per annum above the simple arithmetical average of 
the three months’ London interbank rates offered to the National West¬ 
minster Bank Ltd., London, for U.S. dollar deposits at noon on each 
business day in the year in question as certified by it. 

3. In respect of all other dispositions of crude oil produced from the Area, the 

following data shall be submitted pursuant to paragraph (1) above: 

(a) the total volume in barrels of each grade otherwise disposed of in such year; 

(b) the proportion of the total volume referred to in (a) above sold from Iran 
on c. & f. and c.i.f. terms pursuant to Arm’s Length Sales to Third Parties; 

(c) the features in such other dispositions which disqualified them from being 
f.o.b. sales from Iran made pursuant to an Arm’s Length Sale to a Third 
Party. 

J. NIOC shall supply the data specified in Section I above in respect of crude oil 
produced in Iran both inside and outside the Area and exported from Iran by 
NIOC, excluding, however, data in respect of crude oil of an API gravity lower 
than 30 degrees or higher than 40 degrees. 

K .All the data submitted hereunder shall be kept strictly confidential by the Chartered 
Accountants and shall not be disclosed to any of the Parties nor to any other per¬ 
son. Only the results of the computations made on the basis of such data shall be 
disclosed by the Chartered Accountants as part of their findings to be reported as 
provided herein to the Parties and to the Panel appointed under Section E above. 

COMPUTATION OF MARKET PRICE AND 
MARKET MARGIN 

L. 1. In respect of crude oils produced from the Area the Chartered Accountants 

shall: 

(a) divide the total proceeds for each grade calculated under Section I (2) (c) 
above by the total volume in barrels of such grade, as reported in each 
Party’s submission, to calculate an average price per barrel for each grade 
realised by each Party and its affiliates; 

(b) to the extent that the average API gravity of sales of that grade reported in 
each Party’s submission differs from that of the average API gravity of all 
export sales of crude oil during the year in question of that grade, adjust 
the price so calculated for each grade, by 0.15 U.S. cents per barrel for 
each full 0.1 degree API; 

(c) subtract from the adjusted average price per barrel for each such grade the 
Tax Paid Cost per barrel for such grade to calculate an average margin over 
Tax Paid Cost per barrel for each grade realised by each Party and its 
affiliates. 
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2. In respect of crude oil exported from Iran by NIOC from sources outside the 

Area as specified in Section J above, the Chartered Accountants shall: 

(a) divide the total proceeds for eadi grade calculated under Section I (2) (c) 
above by the total volume in barrels of such grade, as reported in NIOC’s 
submissions, to calculate an average price per barrel for each grade realised 
by NIOC; 

(b) adjust the price so calculated for each grade by the following factors; 

(i) in respect of location, by the difference in the worldscale rate applicable 
to (A) the loading terminal of each grade from Quoin Island and (B) 
the worldscale rate applicable to Kharg Island from Quoin Island, as 
varied by the average LR 2 AFRA award for the year of such sale; 

(ii) in respect of gravity to the extent that the average API gravity of such 
sales by grade reported in sudi submission by NIOC differs for any 
grade from the average API gravity of all export sales during that year 
of the grade of crude oil from the Area having an API gravity closest 
to such grade, by 0.15 U.S. cents per barrel for each full 0.1 degree 
difference from the average API gravity of such crude oil from the 
Area; 

(c) subtract from the adjusted price for each such grade the Tax Paid Cost per 
barrel for such grade to arrive at an average margin over Tax Paid Cost per 
barrel for each such grade. 

3. The Chartered Accountants shall: 

(a) aggregate on a weighted average basis by volume the average price per 
barrel and the margin over Tax Paid Cost for each grade of crude oil from 
the Area, including in the volume of each such grade that grade of crude 
oil from outside the Area the price of which was adjusted by location and 
gravity under paragraph (2) (b) above to equate with such grade of crude 
oil from the Area; 

(b) (i) aggregate on a weighted average basis by volume the average price per 

barrel and the margin over Tax Paid Cost for each grade of crude oil 
realised by NIOC, including in the volume of each grade of crude oil 
from the Area that grade of crude oil from outside the Area the price 
of which was adjusted by location and gravity under paragraph (2) (b) 
above to equate with such grade of crude oil; 

(ii) aggregate on a weighted average basis by volume the average price per 
barrel and the margin over Tax Paid Cost for each grade of crude oil 
realised by the Consortium Members and their respective affiliates; 

(iii) establish the percentage by volume that NIOC’s f.o.b. Iran, Arm’s Length 
Sales to Third Parties of each grade of crude oil represents of its total 
exports of that grade of crude oil, including crude oil from outside the 
Area referred to in paragraph (2) above; 

(iv) if NIOC’s f.o.b. Iran, Arm’s Length Sales to Third Parties of each such 
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grade of crude oil exceeds 20 per cent of its total exports of sudi grade 
or exceeds 50,000 barrels per day sold under at least three separate 
contracts, whichever is the greater, calculate the average price per barrel 
and margin over Tax Paid Cost of each grade for that year, by adding 
respectively (A) the Relevant Percentage in that year of the average 
price and margin calculated for NIOC under sub-paragraph (b) (ii) 
above and (B) the percentage equal to 100 per cent minus the Relevant 
Percentage in that year of the average price and margin for the Con¬ 
sortium Members and their respective affiliates; 

4. The Chartered Accountants shall report to each Party, and if a Panel of in¬ 
dependent experts has been appointed, to such Panel, by 1st April of the year 
in which such data is submitted their findings with respect to: 

(a) the results of the respective computations under paragraph (3) above, as to 
the Market Price and the Market Margin of each grade of crude oil produced 
from the Area and sold from Iran by the Parties and their respective af- 
filates in the preceding year; and 

(b) the total volume of each grade thus sold, showing separately the volume of 
each grade produced from outside the Area. 

5. The Chartered Accountants shall reconcile the total volume of crude oil disposed 
of by each Party and its affiliates as reported in its submission hereunder, with 
the total volume of crude oil lifted in the year in question by that Party and its 
affiliates and to that end that Party shall furnish to the Chartered Accountants 
any additional data required to make such reconciliation. 

C. & F AND C.I.F. SALES 

M. If c. & f. and c.i.f. sales from Iran as reported pursuant to Section I (3) (b) above 
exceed in volume the f.o.b. sales as reported in Section I (2) above for a period of 
not less than two years, the Parties shall agree upon a procedure for the adjustment 
of realisations from such sales to an f.o.b. Iran basis and shall include such adjusted 
realisations in the calculation of the Market Price and the Market Margin for 
the relevant grade of crude oil. 

REVIEW OF SALES OF CRUDE OIL PRODUCED FROM OUTSIDE 

THE AREA 

N. The inclusion pursuant to Section I of the data relating to sales of crude oil 
produced from outside the Area and the method of adjustment of the average 
price realised therefrom under Section L (2) may be reviewed at the request of 
NIOC or of the Consortium Members at any time after three years from the 
Effective Date. If as a result of such a review the Parties do not agree to the 
inclusion of data relating to sales of such crude oil or the method of adjustment, 
the inclusion of data in respect of such crude oil shall thereafter be discontinued. 
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AUDIT OF SALES OF OTHER PERSIAN GULF CRUDE OIL 

O. 1. If the total volume of f.o.b. Iran Arm’s Length Sales to Third Parties of crude 
oil covered by submissions made under Section I above averages less than 500,000 
barrels per day during eadi of two consecutive years, each Consortium Member 
shall submit to the Chartered Accountants with respect to those two years and 
the year prior thereto the same type of data as that specified in Section I (2) 
above in respect of the following transactions: 

(a) individual f.o.b. export terminal Arm’s Length Sales to Third Parties of a 
range of crude oils from other Persian Gulf sources to be selected by agree¬ 
ment between the Parties at that time; 

(b) individual f.o.b. export terminal arm’s length purchases at market price by 
affiliates of each Party from National Oil Companies of sudi other Persian 
Gulf crude oils as are agreed under sub-paragraph (a) above. 

2. The Consortium Members shall continue to submit sudi data with respect to eadi 
year thereafter until the volume of crude oil covered by sales to Third Parties 
referred to in paragraph (1) above exceeds an average of 500,000 barrels per 
day during each of two consecutive years. 'The Chartered Accountants shall 
compute the average open market price, f.o.b. export terminal (the “Export 
Price’’), of each such grade of non-Iranian crude oil applying the provisions of 
Section L (1) above. 

3. In respect of each grade of crude oil, sales of which have been reported under 
the provisions of this Part of this Schedule, the Chartered Accountants shall 
construct an index in which the Market Price of each grade of Iranian crude oil 
and the Expon Price of each grade of non-Iranian crude oil sold in the year 
preceding the two consecutive years referred to in paragraph (1) above (the 
“Base Year”) shall equal 100 on the index scale. The value of each grade of 
crude oil to be entered in the index in each subsequent year shall be calculated 
by relating the Market Price or Export Price of the relevant grade in that year 
to its Market Price or Export Price in the Base Year. 

4. The Market Price or Export Price of each grade in any year shall be adjusted 
by 0.15 cents for each full 0.1 degree difference between the average API gravity 
of that grade in the current year and its gravity in the Base Year. 

5. (a) The index value of each grade of Iranian crude oil in each year following the 

Base Year shall be averaged in accordance with principles and procedures 
to be agreed with the index values in that year of the other grades of 
Persian Gulf crude oils selected under paragraph (1) (a). The basis for the 
selection and averaging of such other grades shall be that the composite of 
the non-Iranian crude oils will be reasonably equivalent in gravity and mar¬ 
ket value to the corresponding grade of Iranian crude oil. 

(b) 'The resulting index value attributable to each grade of Iranian crude oil 
shall be entered on the index scale. The Market Price of such grade of crude 
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oil for that year shall be the Market Price in the Base Year adjusted up or 
down by the percentage points by which the index value in that year varies 
from 100. 

(c) The Market Price so calculated, and the Market Margin calculated by 
reference thereto, shall be reported to each Party by the Chartered Ac¬ 
countants as part of their findings under Section L above in respect of each 
year but the first year following the Base Year. 

PART FOUR: CALCULATION OF AMOUNT DEDUCTIBLE 

The Amount Deductible in each year shall be calculated as follows: 

EXPENDITURE 

A. Determine separately as at 20th March 1973 and at 31st December in each year of 
the years 1977 to 1981 inclusive: 

1. the expenditures defined in Section B below, funded by the Trading Companies 
and incurred in: 

(a) the period 29th October 1954 to 31st December 1954, 

(b) each of the calendar years 1955 to 1972, and 

(c) the period 1st January 1973 to 20th March 1973; 

2. the expenditures defined in Section B below, incurred in each of the following 
periods: 

(a) 21st March 1973 to 31st December 1977; 

(b) 1st January 1978 to 31st December 1978; 

(c) 1st January 1979 to 31st December 1979; 

(d) 1st January 1980 to 31st December 1980; 

(e) 1st January 1981 to 31st December 1981. 

B. The expenditures referred to in Section A above are all expenditures on facilities, 
exploration and development in Iran (including that relating to relinquished areas) 
incurred for the periods referred to in Section A (1) by the Exploration and Pro¬ 
ducing Company, and those expenditures incurred by the Refining Company in 
relation to Bandar Mahshahr Refinery and related facilities, and for the periods 
referred to in Section A (2) above incurred by NIOC, as recorded in the relevant 
Company’s books, including without limitation: 

1. all fixed and moveable assets and support facilities other than those which are at 
the date of each determination both no longer in use and not retained for future 
use; 

2. all work in progress on capital projects at the date of each determination; 
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3. all expenditure on both exploration and drilling, whether tangible or intangible, 
whether completed or in progress, whether capitalised or not; and 

4. all expenditure of whatever nature prior to commencement of production. 

DEDUCTIONS 

C. Determine separately as at 20th March 1973 and at 31st December in each of the 

years 1977 to 1981 inclusive: 

1. the amount by which the revenue of Iran and NIOC was reduced in each of the 
periods specified in Section A (1) above as a result of Depreciation Charges and 
expensing relating to the expenditures defined in Section B above; and 

2. the amount by which the revenue of Iran and NIOC would have been so reduced 
in each of the periods specified in Section A (2) above if the Trading Companies 
had borne the whole of the said expenditures made in each such period. 

UPDATING CALCULATION 

D. 1. For each year or part of a year up to and including 20th March 1973 separately 

calculate the net difference in sterling, and for each year thereafter the difference 
in U.S. dollars, between the expenditures for that year included in Sections A and 
B above and the reduction in the revenue of Iran and NIOC calculated under 
Section C above. This difference will be positive if the expenditures exceed the 
reduction in the revenue of Iran and NIOC and negative if the reduction in the 
revenue of Iran and NIOC exceeds the expenditures. 

2. For each of the following years apply the following conversion rates to the net 
difference calculated in sterling under paragraph (1) above to obtain the net 
difference in U.S. dollars for the year: 


1954 to 1966 

£ 1 = $ 2.80 

1967 

£ 1 = $ 2.70 

1968 to 1970 

£1 = 12.40 

1971 

£1 = 12.41 

1972 

£1 = 12.50 

1973 

The simple average of the daily rates for the period 
provided by the National Westminster Bank Ltd., 
London, pursuant to paragraph 3 (a) (1) of the 
Geneva Agreement dated 20th January 1972. 


3. (a) In the case of the calculation carried out as at 20th March 1973 multiply 
the net difference in U.S. dollars for the period 1st January 1973 to 20th 
March 1973 by 1 and multiply the net difference in U.S. dollars for each 
previous year by the multiplier shown in the table set out in paragraph (4) 
(a) below. 
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(b) In the case of the calculations carried out as at 31st December in each of 
the years 1977 to 1981 inclusive, multiply the net difference in U.S. dollars 
for the relevant year and each previous year by the multiplier shown for 
that year in the revised table of multipliers calculated as at 31st December 
of the relevant year in accordance with paragraph (4) (b) below. 


4. (a) Year 

Index 

1972 

140 

1971 

126 

1970 

117 

1969 

114 

1968 

108 

1967 

102 

1966 

100 

1965 

97 

1964 

94.2 


Multiplier 

Ye 

1.00 

1963 

1.11 

1962 

1.20 

1961 

1.23 

1960 

1.30 

1959 

1.37 

1958 

1.40 

1957 

1.44 

1956 

1.49 

1955 

1954 


Index Multiplier 


91.5 

1.53 

88.9 

1.57 

88.1 

1.59 

87.5 

1.60 

87.5 

1.60 

83.8 

1.67 

81.4 

1.72 

79.0 

1.77 

74.1 

1.89 

70.6 

1.98 


(b) The index numbers set out in paragraph (4) (a) above shall be extended for 
the years 1973 to 1981 inclusive in accordance with the continuation of the 
Middle East Construction Price Factor Index prepared and certified by the 
firm of Haskins and Sells (or such other firm of Chartered Accountants as 
shall be agreed). As at 31st December in each of the years 1977 to 1981 
inclusive a revised table of multipliers for each year from 1954 onwards shall 
be calculated by dividing the index for the latest year by the index for 
for each of the preceding years. 

5. (a) The net sum of the amounts calculated for each period in accordance with 
paragraph 3 (a) above shall be totalled to calculate the Gross Amount as 
at 20th March 1973. 

(b) As at 31st December 1977 the net sum of the amounts calculated for each 
year in accordance with paragraph (3) (b) above shall be totalled to cal¬ 
culate the Gross Amount as at 31st December 1977. The Gross Amount as 
at 31st December in each of the years 1978 to 1981 inclusive shall be 
similarly calculated. 

1. The Amount Deductible in 1973 shall be the sum of: 

(a) 7.5 per cent of the Gross Amount as at 20th March 1973, and 

(b) simple interest on 17.5 per cent of the Gross Amount as at 20th March 1973 
calculated as follows: 

(i) for the period 21st April 1973 to 20th October 1973 at the rate of 1 per 
cent per annum above the rate at which U.S. dollar deposits for six 
months are offered in the interbank deposit market in London on 21st 
April 1973 as certified by the National Westminster Bank Ltd., London, 
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as the rate at whidi sudi deposits are offered to it at noon on such date; 
and 

(ii) for period 21st April to 20th October, and 

1973 at the rate of 1 per cent annum above the said rate in 21st October 
1973. 

2. The Amount Deductible in 1974 shall be the sum of: 

(a) 8.75 per cent of Gross Amount as at 20th March 1973; and 

(b) simple interest on 17.5 per cent of such Gross Amount from 1st January 
1974 to 20th April 1974 and on 8.75 per cent of such Gross Amount from 
21st April 1974 to 31st December 1974, calculated as follows: 

(i) for the period 1st January to 20th April at the rate specified in para¬ 
graph (1) above on the 21st October 1973; and 

(ii) for the period 21st April to 20th October, and 

(iii) for the period 21st October to 31st December at such rates on the 
21st April 1974 and 21st October 1974 respectively. 

3. The Amount Deductible in 1975 shall be the sum of: 

(a) 8.75 per cent of the Gross Amount as at 20th March 1973; and 

(b) simple interest on 8.75 per cent of such Gross Amount for the period 1st 
January 1975 to 20th April 1975, at the rate specified in paragraph (1) above 
on the 21st October 1974. 

4. The Amount Deductible in 1976 shall be nil. 

5. The Amount Deductible in 1977 shall be 3.75 per cent of the Gross Amount 
as at 31st December 1977. 

6. The Amount Deductible in 1978 shall be the sum of: 

(a) 1.25 per cent of the Gross Amount as at 31st December 1977; and 

(b) 3.75 per cent of the Gross Amount as at 31st December 1978. 

7. The Amount Deductible in 1979 shall be the sum of: 

(a) 1.25 per cent of the Gross Amount as at 31st December 1978; and 

(b) 3.75 per cent of the Gross Amount as at 31st December 1979. 

8. The Amount Deductible in 1980 shall be the sum of; 

(a) 1.25 per cent of the Gross Amount as at 31st December 1979; and 

(b) 3.75 per cent of the Gross Amount as at 31st December 1980. 

9. The Amount Deductible in 1981 shall be the sum of: 

(a) 1.25 per cent of the Gross Amount as at 31st December 1980; and 

(b) 4.5 per cent of the Gross Amount as at 31st December 1981. 

10. The Amount Deductible in 1982 shall be 1.5 per cent of the Gross Amount as at 
31st December 1981. 

F. The Amount Deductible in each year shall be computed and certified by the 
Chartered Accountants in accordance with Article 9 by reference to the audited 
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accounts, and the supporting schedules thereto, of the Exploration and Producing 
Company, the Refining Company (in relation to Bandar Mahshahr Refinery and 
related facilities) and similar audited accounts and supporting schedules of NIOC 
relating to operations under this Agreement. 

G. In respect of the Amount Deductible in a year whidi is calculated on the basis of 
the Gross Amount as at the end of that year, an estimate shall be made at the 
beginning of the year of that Gross Amount which shall be finally determined as 
soon as possible following the end of that year. 

PART FIVE: CALCULATION OF INTEREST 

A. Interest provided for under Article 6 A (4) for any year shall be calculated by 

1. applying the rate set out in Section D below to the arithmetical average for the 
year of the mid-month averages of the amount in excess of NIOC’s Relevant 
Percentage of the net cumulative capital, calculated in accordance with 
Section B below, employed in connection with facilities and operations in respect 
of all crude oil production and the processing of NGL at Bandar Mahshahr 
Refinery under this Agreement, and 

2. dividing the resultant amount by the difference between 100 per cent and the 
percentage rate of Iranian income tax applicable to the Trading Companies in 
that year. 

B. In order to calculate the mid-month average for any month of the amount of net 
cumulative capital referred to above so employed: 

1. calculate the value of the elements a to e inclusive set out in Section C below 
at the beginning and end of the month by reference to available accounting data 
including the audited account? relating to capital and operating expenditures under 
this Agreement; 

2. apply the formula: 

(a -h b-c) - (d + e) + (a’ + b’-c’) - (d’ + e’) 

where a to e are the values at the beginning of the month and a’ to e’ are the 
values at the end of the month. 

C. The following are the elements to be used in the calculation provided for in 
Section B above: 

(a) 100 per cent of cumulative approved capital expenditure relating to the pro¬ 
duction of crude oil including NGL facilities and the processing of NGL at 
Bandar Mahshahr Refinery incurred as from the Effective Date; 

(b) 100 per cent of working capital required for the operations referred in (a) 
above; 

(c) 100 per cent of the cumulative Depreciation Charges relating to assets funded 
by expenditures referred to in a. above; 
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(d) the Relevant Percentage for the year of (a + b — c); 

(e) the cumulative amount of funds advanced by the Trading Companies minus 
the cumulative amounts set-off by them against payments under Articles 11 
and 7 respectively. 

The initial amount of working capital required shall be agreed between NIOC 
and the Consortium Members, and shall be varied from time to time as may 
be necessary. A definition of working capital and the applicable period covered 
shall be agreed between NIOC and the Consortium Members. 

D. 1. For the period 21st Mardi 1973 to 31st December 1973 and for eadi year there¬ 
after the rate of interest to be used in the calculation provided for in Section A 
above shall be 1 per cent per annum above the simple arithmetical annual average 
of the six months’ London interbank rates offered for U.S. dollar deposits on 
eadt business day in the year in question, ascertained in accordance with para¬ 
graph (2) below. 

2. (a) One British bank and one London branch of one United States and one 
Frendi bank shall eadi certify the averages of such rates as offered to them. 

(b) The simple arithmetical average for the year of the certified average rates 
shall be used in the calculation provided for in Section A above. 

£. For the purpose of calculations hereunder; 

1. the month of Mardi 1973 shall be deemed to run from 21st March 1973 to 
31st Mardi 1973; 

2. the month and the year in which this Agreement terminates shall be deemed to 
end on the date of such termination. 

F. 1. The estimate of interest for any year referred to in Article 6 C (2) shall be 

made by applying the rate set out in paragraph (2) below to the estimated 
average amount of the net cumulative capital in excess of NIOC’s Relevant 
Percentage to be employed during the current year calculated in accordance with 
the formula set out in Section B (2) above, where a to e are accumulated 
balances at the beginning of the year, and a’ to e’ are the estimated accumu¬ 
lated balances at the end of the year based on the latest available cash forecast 
reports, and by dividing the resultant amount by the difference between 100 per 
cent and the percentage rate of Iranian income tax applicable to the Trading 
Companies in that year. 

2. The rate of interest referred to in paragraph (1) above shall be 1 per cent per 
annum above the arithmetical average of the six months’ London interbank rates 
offered for U.S. dollar deposits to the National Westminster Bank Ltd., Lon¬ 
don, on eadi day in January of the year for which the estimate is to be made as 
certified by it. 

G. The interest calculated or estimated pursuant to Sections A and F above shall be 
expressed in U.S. cents per barrel: 
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1. in the case of the calculation under Section A, by dividing the interest so cal¬ 
culated by the total number of barrels of crude oil sold and delivered to the 
Trading Companies during the year; and 

2. in the case of the calculation under Section F, by dividing the interest so cal¬ 
culated by the estimated total number of barrels of crude oil to be sold and 
delivered to the Trading Companies during the year. 

SCHEDULE 4 

PROFIT ON SALES OF PRODUCTS 

The profit on sales of products (excluding NGL products) manufactured by NIOC for 
the Trading Companies referred to in Article 5 B (2) (c) (hereinafter called “sales 
profit”) for all Trading Companies for each year shall be determined as set forth 
below: 

A. 1. Determine the amount which is equivalent to: 

(a) the value of products exported from Bandar Mahshahr and Abadan by all 
Trading Companies as determined in accordance with paragraph (2) below; 

less 

(b) (i) the value of crude oil delivered to Abadan Refinery for the account of 

all Trading Companies as determined in accordance with paragraph (3) 
below; plus 

(ii) the amount of processing fees charged to all the Trading Companies by 
NIOC in accordance with paragraph (4) below. 

2. The total value of products exported for the purposes of this Schedule shall be 
determined as follows: 

(a) Products exported by a Trading Company in respect of which product prices 
are posted at Bandar Mahshahr by it or its affiliates shall be valued at the 
prices posted on the day such products are exported. 

(b) Products exported by a Trading Company for which a price has not been 
posted shall be valued at the price or prices determined by the Trading 
Company concerned and notified to NIOC quarterly for the purpose of 
evaluating such exports as were made in the previous quarter. Upon 
request by NIOC, the Trading Company concerned will discuss with NIOC 
the relationship of such product or products to the same or nearest product 
or products in respect of which prices are posted with a view to explaining 
the justification for such relationship, or providing any other information 
of a non-confidential and non-competitive nature which is relevant to the 
notified price. 

(c) As separate prices are not posted for bunker or product liftings at Kharg, 
the prices applicable at Bandar Mahshahr shall be used. 
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(d) The weighted average price for each year for each main or secondary prod- 
duct shall be determined on the basis of the total value of all exports of 
such products by the Trading Companies and such average prices shall be 
applied to the total liftings, product by product, of all Trading Companies’ 
sales of such products. 

(e) The amount determined under (d) above shall be the total value of products 
exported by or for the account of the Trading Companies in each year from 
crude oil processed for them at Abadan Refinery. 

3. The value of crude oil delivered to Abadan Refinery for the account of the 
Trading Companies shall be determined on the basis of the posted prices f.o.b. 
Bandar Mahshahr less an agreed transfer charge of 4.5 U.S. cents per barrel. 
The quantities and gravities of such crude oil shall be determined in the manner 
provided in the Processing Agreement referred to in Article 4 of this Agreement. 

4. The Processing fees referred to herein shall be such fees as are charged by NIOC 
to the Trading Companies in respect of each year in respect of processing at 
Abadan Refinery. 

B. The amount of sales profit for all Trading Companies as determined pursuant to 
Section A (1) above shall be expressed as a percentage of the posted price of crude 
oil delivered to Abadan Refinery for the account of all Trading Companies as 
determined pursuant to Section A (3) above and such percentage shall be multiplied 
by the applicable posted price values of crude oil delivered to Abadan Refinery for 
each Trading Company to determine its sales profit. If such percentage falls below 
five per cent, the amount of sales profit shall be calculated on the basis of five 
per cent. 

C. The following is an illustration of the calculation of sales profit for all Trading 
Ccimpanies: 

Based on Refinery Operations £ (000) £ (000) 

for current year: 

1. Value of products exported by all 

Trading Companies 104,000 

2. Crude oil delivered to the Refinery by Trading Companies 
valued at applicable posted prices 

65.000 

3. Processing fees charged to Trading Companies 30.000 95.000 

Sales Profit (Uplift) 9.000 

4. Sales profit expressed as a percentage of the value of crude oil 

delivered to the Refinery by Trading Companies 13.8% 

(If the percentage shown in 4 is in excess of 5 per cent, 
then this larger percentage shall be used) 
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SCHEDULE 5 

OUTLINE PROGRAMMING PROCEDURES 
NIOC EXPORT CRUDE 

NIOC will operate within the supply offtake procedures in respect of the export of 

crude oil as set forth hereunder. 

A. Yearly Stated Quantities 

NIOC’s yearly Stated Quantities of crude oil for export are as set out in Article 2 

of this Agreement. 

B. Yearly Availability and Flexibility 

1. For each year the total Stated Quantity of NIOC’s own export crude oil will 
be calculated by multiplying the daily rate of the Stated Quantity for that year 
by the number of days in such year, except that for the year 1973 the daily 
rate will be multiplied by the number of days remaining from the Effective 
Date to 31st December. Such Stated Quantity shall be divided among the export 
grades of crude oil pro rata to their availability at Kharg or other point of 
crude oil export. 

2. NIOC will have an end-year operational tolerance to cover actual vessel 
slippage of four million barrels or two ships deadweight whichever is the larger. 
Such end-year operational tolerance may be lifted in the subsequent year up to 
four million barrels or two ships deadweight whichever is the larger on a pre¬ 
ferential basis and shall be deducted from quantities lifted in that subsequent 
year for the purpose of calculating underliftings in that year. 

3. During the period up to 31st December 1975, as an additional flexibility NIOC 
may carry forward unlifted quantities in any year of up to 10 per cent of the 
total Stated Quantity for that year and lift on a non-preferential basis the 
balance of these quantities in excess of the end-year operational tolerance as 
provided for in (2) above in the year subsequent to the underlifting. For the 
period subsequent to 31st December 1975 such freedom to carry forward un¬ 
lifted quantities into the subsequent year shall be reduced from 10 per cent to 
5 per cent of the total Stated Quantity for each year. The right to lift on a non- 
preferential basis in the subsequent year means that the quantity carried for¬ 
ward cannot be obtained as a right during the subsequent year but can be lifted 
only if crude oil is available at Kharg in excess of Trading Companies’ nominated 
requirements in a specific quarter or month and NIOC pick up this oil in such 
quarter or month under the agreed quarterly and monthly programming pro¬ 
cedures. Underlifted quantities carried forward on a non-preferential basis from 
the previous year and lifted in the subsequent year shall not be deducted from 
the quantities lifted in that subsequent year for the purpose of calculating under¬ 
liftings in that year. 
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C. Quarterly and Monthly Entitlements 

The procedures outlined below shall operate within the upper limit set by the total 
yearly Stated Quantity as varied by the flexibility provisions. 

1. Quarterly Entitlements 

NIOC’s quarterly entitlements shall be that percentage of their total Stated 
Quantity in that year that estimated total availability for that quarter is to 
estimated total availability for that year pro rata by grades. NIOC shall have 
an end-quarter operational tolerance of one ship which may be lifted in the 
subsequent quarter as an additional entitlement. 

2. Monthly Entitlements 

In the period up to 31st December 1975 NIOC undertake to nominate vessels 
during the quarterly period on an even basis and in such a manner that the 
rights to lift crude oil of the Trading Companies shall not be impaired. For this 
purpose a monthly shipping programme will be prepared and in the event that 
the consolidated programme of NIOC and the Trading Companies for the sub¬ 
sequent month is not feasible, the shipping programme co-ordinators will consult 
with NIOC and the Trading Companies with a view to making such revisions 
to their individual shipping programmes as will lead to the establishment of 
consolidated shipping programmes for that month which are equitable to NIOC 
and the Trading Companies and which the shipping co-ordinators regard as 
feasible. For the period subsequent to 1st January 1976 NIOC’s monthly entitle¬ 
ment for each grade shall be in the ratio of their entitlements for that quarter. 
NIOC shall have an end-month operational tolerance of one ship which may 
be lifted in the subsequent month as an additional entitlement. 

D. Advices and Nominations 

1. By the 20th November, 20th February, 20th May and 20th August NIOC shall 
advise their crude oil export requirements grade by grade for the subsequent 
calendar quarter. 

2. NIOC shall advise not later than 12th of each month their individual shipping 
nominations for the subsequent month. By the 16th of each month NIOC will 
be advised of the acceptability of their proposed shipping programmes for the 
subsequent month. Thereafter NIOC will supply information of any proposed 
changes to their nominated shipping programmes. 

E. NIOC’s nominations of crude oil committed under the provisions of Article 3 D 
of this Agreement shall be included in NIOC’s entitlements on a yearly or quarterly 
basis as the case may be, subject to the provisions of Article 3 E (2) of this 
Agreement. 
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F. Operational tolerance to cover actual vessel slippage as used in Section B (2) above 
means that NIOC shall have the right to lift the specified quantity of crude oil 
in the subsequent period as a result of vessel slippage defined as occurring when 
a vessel whidi has been nominated and accepted and is due to load at the end 
of the previous period arrives and gives notice to the terminal of readiness to load 
before 2400 hours on the second day of the subsequent period. Operational 
tolerance as provided for in Section C (1) and (2) above means that NIOC shall 
have the right to lift the specified quantity of crude oil in the subsequent period 
as a result of withdrawal by NIOC of a nomination for whatever reason, and 
renomination in the subsequent period. 

G. The procedures provided for in this Sdiedule will remain in effect during the term 
of this Agreement. However, from time to time the Trading Companies and NIOC 
will discuss together what changes if any in such procedures are mutually acceptable 
in the light of the then prevailing circumstances. 

H. Detailed procedures will be developed to give effect to the above outline 
procedures. 


ANNEXE II 

RELATED MEMORANDA 

MEMORANDUM: PAYMENT OF PORT DUES AT KHARG ISLAND 

This is to record the agreement reached between Iran and the Consortium Members that, 
notwithstanding the rates at which port dues and charges of any description may from 
time to time be levied on vessels using the terminal at Kharg Island, neither the Con¬ 
sortium Members, the Trading Companies, their respective affiliates, the customers of 
any of them nor any companies concerned in the transportation of Iranian CAide oil, 
natural gas or products shall be liable to pay such dues and charges in excess of a total 
amount of 9.5 Rials per gross registered ton in respect of any vessel owned or chartered 
by them, unless and until port services are rendered by the Ports and Shipping Or¬ 
ganization at the Kharg Island Terminal. In that event the parties shall discuss what 
adjustment to the 9.5 Rial payment would be appropriate. 

MEMORANDUM: CONFIDENTIAL INFORMATION 

This is to record the arrangements agreed between NIOC and the Consortium Members 
in respect of the exchange and non-disclosure of confidential information pursuant to 
Article 16 of the Agreement made as of the date hereof. 

NIOC will provide the Consortium Members with all the information which they may 
request relating to operations under the Agreement. The Consortium Members under¬ 
take not to disclose without the consent of NIOC any information at present within 
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their possession or whidi they may acquire from NIOC directly or through its 
authorised agents relating to the operations covered by the Agreement to persons 
other than their affiliates which shall in turn undertake to be bound by the terms of 
this Memorandum. 

NIOC undertakes not to disclose to persons other than its affiliates without the con¬ 
sent of the Consortium Members any confidential information provided by any of 
them. 

Notwithstanding the foregoing, either party may disclose any such information to the 
extent necessary to comply with a statutory obligation, or the requirements of a 
competent government agency or an established stock exchange in Iran or elsewhere, in 
whidi case the Consortium Members concerned will notify NIOC, or NIOC will 
notify the Consortium Members, as the case may be, of any such information so dis¬ 
closed. 

Either party may disclose information relating to natural gas reserves within the Area 
relevant to any possible proposal for a project to be made in accordance with Article 15 
of the Agreement to any person who has expressed a bona fide interest in participating 
in such a project and on condition that prior to the disclosure of sudi information a 
confidentiality undertaking shall first have been obtained from sudh person. 

MEMORANDUM: NIOC’S CONSENT TO 
ASSIGNMENT 

With respect to the provisions of Article 25 A of the Agreement made as of the same 
date as this Memorandum this is to record the arrangements agreed between NIOC 
and the Consortium Members that if a Consortium Member wishes to assign all or any 
of its rights and obligations under the Agreement, the Consortium Member shall request 
NIOC’s written consent and that such consent shall not be unreasonably withheld. 

MEMORANDUM: BUNKERING 

This is to record the arrangements agreed between NIOC and the Consortium Members 
Pursuant to Article 21 of the Agreement made as of the date of this Memorandum in 
respect of the bunkering of vessels at Iranian ports with products manufactured from 
crude oil produced under the Agreement. 

A. Bunkering services at all Iranian ports will be provided by NIOC. 

B. 1. Bunkers required at Abadan, Bandar Mahshahr and Kharg or any future terminal 

for loading crude oil produced under the Agreement by vessels owned or 
chartered by or subject to bunkering contracts with a Consortium Member or 
any of its nominees shall be supplied by the Consortium Member concerned 
out of products manufactured in Iran from crude oil purchased under the Agree- 
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ment. The cost of transportation from Bandar Mahshahr to the port of loading 
shall be borne by the Consortium Member concerned. 

2. Bunkers required by all other vessels at Iranian ports shall be supplied by NIOC 
and treated as internal conto vessels engaged in international trade (except 
Iranian flag vessels) shall (unless purchased from the Consortium Members) be 
treated for all purposes as having been manufactured from NIOC’s export crude 
oil. 

C. The Consortium Members shall pay NIOC a fee of 63 U.S. cents per ton of btmkers 
loaded on their behalf and sumption provided however that bunkers supplied by 
NIOC an amount equal to 45 per cent of such fees paid in each year shall be 
added to the sum calculated under Section B (4) of Part Two of Schedule 3 to the 
Agreement in respect of sudi year. 

MEMORANDUM: DISCOUNTS (CRUDE OIL) 

This is to record the agreement between Iran, NIOC, the Consortium Members and 
the Trading Companies that NIOC may at its sole discretion approve discounts off the 
applicable posted price of crude oil exported from Iran by the Trading Companies, 
and that the minimum gross receipts referred to in Article 5 B of the Agreement made 
as of the same date as this Memorandum shall, for income tax purposes in Iran, be 
reduced accordingly. 

MEMORANDUM: DISCOUNTS (NATURAL GAS) 

This is to record the understanding reached between NIOC and the Consortium Mem¬ 
bers that pursuant to Article 15 H of the Agreement made as of the same date as 
this Memorandum discounts shall be allowed off the commercial price in respect of 
natural gas purchased by ventures established under Article 15 as follows: 

1. in respect of all natural gas sold to any venture in which NIOC and the Members 
alone are participating the commercial price shall be subject to such discounts as 
are necessary to ensure that the price payable by the venture is competitive with 
that at which natural gas is available to holders of concessions in which two or more 
Consortium Members have joint interests in other countries bordering on the Persian 
Gulf; 

2. in respect of all natural gas sold to all other ventures in which the Consortium 
Members have an interest, the commercial price shall be subject to such discounts as 
are necessary to ensure that the price payable by the venture for such gas is equi¬ 
valent to a purchase at the competitive price set out in paragraph (1) above of the 
proportion of such gas corresponding to the total percentage of equity share in 
the venture of the Consortium Members and any third parties introduced by them 
(not exceeding 50 per cent) and the balance at the commercial price. 


104 



Iran 


MEMORANDUM: OPERATING COMPANIES TERMINATION OF 
CONSORTIUM AGREEMENT AND RELEASE 

A. With effect from the Date of Enactment of the Agreement made as of the same 
date as this Memorandum^ the rights, obligations and functions under the Con¬ 
sortium Agreement effective 29th October 1954 of Iraanse Aardolie Exploratie 
en Productie Maatschappij (Iranian Oil Exploration and Producing Company) N.V. 
and of Iraanse Aardolie Raffinage Maatschappij (Iranian Oil Refining Company) 
N.V. shall terminate. 

B. Iran and NIOC on the one hand and the said Companies on the other hereby 
release eadi other from all claims, demands and issues of any nature whatsoever 
in respect of any matter arising out of or relating to the said Consortium Agreement 
and the arrangements relating thereto, outstanding between them as at the Date of 
Enactment of the Agreement made as of the same date as this Memorandum. 
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RESOLUTION No. 469 PROMULGATING 
LAW No. 61 of 1973 


In the Name of the People, 

The Revolutionary Command Council, 

In accordance with the provisions of Para. (A) of Article 42 of the Interim Consti¬ 
tution and pursuant to the approval of the President of the Republic upon the proposal 
of the Chairman of the Committee on Following up Oil Affairs and Implementation of 
Agreements, the Revolutionary Command Council, resolved in its meeting on May 31, 
1973 to promulgate the following Law: 

Law No. 61 of 1973, Ratification of the Addendum of the Contract Agreement on 
Petroleum Exportation, Production and Marketing concluded on 31211968 between 
the Iraq National Oil Company and Enterprise De Recherches et D’Activites Petrolieres 
(ERAP) ratified by the Law No. 3 of 1968. 

ARTICLE 1 

The Addendum of the Contract Agreement enclosed with this law and signed in Bagh¬ 
dad on 13/5/1973 between the Iraq National Oil Company and Entreprise De Re- 
dierches Et D’Activit^s Petrolieres (ERAP) as an amendment of the Contract Agree¬ 
ment concluded on 3/2/1968, as ratified by the Law No. 5 of 1968, is hereby ratified. 

ARTICLE 2 


This Law shall come into force from the date on whidi the Addendum of the Contract 
Agreement was signed on 13/5/1973. 
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ARTICLE 3 


This Law shall be published in the Official Gazette and the Ministers shall be charged 
with the execution of its provision. 


Ahmed Hassan Al-Bakr, 
Chairman of the 

Revolutionary Command Council 


RESOLUTION No. 765 PROMULGATING 
LAW No. 96 of 1973 


In the Name of the People, 

The Revolutionary Command Council; 

In accordance with the provisions of Para. (A) of Article 42 and Para. (D) of Article 43 
of the Interim Constitution and pursuant to the concurrence of the President of the 
Republic in the proposal of the Minister for Foreign Affairs, The Revolutionary Com¬ 
mand Council has decided at its meeting held on 26th August 1973 to promulgate the 
following Law: 

Law No. 96 of 1973, sanctioning the Agreement between the government of the 
Republic of Iraq and the government of the Syrian Arab Republic on enlarging the 
capacity of the installations transporting Iraqi crude oil on Syrian territory signed 

at Damascus on 12th June 1973. 

ARTICLE 1 

The Agreement between the Government of the Republic of Iraq and the Government 
of the Syrian Arab Republic on Enlarging the Capacity of the Installations Transporting 
Iraqi Crude Oil on Syrian Territory signed at Damascus on 12th. June 1973, is hereby 
sanctioned. 


ARTICLE 2 

The present Agreement shall come into force from the date of its signature on 12th. 
June 1973. 
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ARTICLE 3 


This Law shall be published in the Official Gazette and the Ministers are diarged with 
the execution of its provisions. 


Ahmed Hassan Al-Bakr, 
Chairman of the 

Revolutionary Command Council 


RESOLLITION No. 961 PROMULGATING 
LAW No. 135 of 1973 


In the Name of the People, 

The Revolutionary Command Council; 

In accordance with the provisions of Para. (A) of Article 42 of the Interim Constitution, 
and pursuant to the approval of the President of the Republic upon the proposal of the 
Minister of Oil and Minerals, The Revolutionary Command Council, in its meeting held 
on 11/11/1973, has decided to promulgate the following Law. 

Law No. 135 of 1973, Ratification Law of the service contract concerning the Explora¬ 
tion for Petroleum, its Production and Marketing concluded in Baghdad on 22nd. 
August, 1973, between the Iraq National Oil Company and the Indian Oil and Natural 

Gas Commission. 

ARTICLE 1 

The service contract concerning the Exploration for Petroleum, its Production and 
Marketing, concluded in Baghdad on 22nd. August, 1973, between the Iraq National 
Oil Company and Indian Oil and Natural Gas Commission is hereby ratified. 

ARTICLE 2 

This Law shall be published in the Official Gazette, and the Ministers are charged with 
the execution of its provisions. 


Ahmed Hassan Al-Bakr, 
Chairman of the 

Revolutionary Command Council 
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LAW No. 70 of 1973 
NATIONALIZING 

EXXON AND MOBIL’S JOINT SHARE IN THE BASRAH PETROLEUM 

COMPANY LTD. 


In the name of the People, 

The Revolutionary Command Council: 

Pursuant to the provisions of Para (A) Article 42 of the Interim Constitution, the 
Ravolutionary Command Council in its meeting held on October 7, 1973, resolved 
upon the promulgation of the following. 

Law No. 70 of 1973 — Law on Nationalization of the Share held by the two U.S. com¬ 
panies, Standard Oil of New Jersey (Exxon) and Mobil Oil Corporation in the Basrah 
Petroleum Company Ltd. 


ARTICLE 1 

The joint share held by U.S. companies Standard Oil of New Jersey (Exxon) and 
Mobil Oil Corporation, owners of the Near East Development Corporation, which 
constitutes 23.75 percent of the operations of the Basrah Petroleum Company Ltd. is 
hereby nationalized. The ownership of this share and related rights to operations in 
general including installations and facilities for exploration, drilling and production of 
crude oil and gas, facilities for treatment, gathering, pumping, transport, refining and 
storage and main, field and sea pipelines, onshore and offshore export terminal facilities 
including the share’s quota of the deep-sea terminal installations at Khor Al-Amayah 
as well as all funds and rights owned by Standard Oil of New Jersey (Exxon) and 
Mobil Oil Corporation in Iraq, shall hereby revert to the State. 

ARTICLE 2 

The Ownership of the aforementioned share and all assets, rights and funds reverted 
to the State in accordance with Article 1 above shall be taken over by the Iraq National 
Oil Company which shall not be answerable for previous obligations related to funds, 
rights and assets mentioned above except within the limits of the part thereof that has 
reverted to the State. 


ARTICLE 3 

The State shall pay compensation for what has reverted to it under Article 1 of this 
law provided that a deduction shall be effected therefrom for sums due for taxes, 
duties, fees and any other amounts due to the Government on the nationalized share, 
and whatever local debts due thereon. The manner of fixing compensation and de¬ 
duction shall be defined by a regulation. 
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ARTICLE 4 

The Iraq National Oil Company is entitled to fulfil contracts in effect for crude oil 
sales related to the nationalized share, abrogate or amend them in accordance with 
public interest. 


ARTICLE 5 

Any contract, procedure or conduct contravening the provisions of this law shall be 
regarded null and void. 


ARTICLE 6 

Without infraction on penalties and prerogatives set forth in the observed laws, the 
government reserves the right to rescind totally or partially the compensation provided 
for in Article 3 above should the companies mentioned in Article 1 of this law attempt 
any act of sabotage or destroy or vacate funds, rights and assets nationalized in ac¬ 
cordance with this law or documents related thereto or should they attempt to ob¬ 
struct or hinder the operations mentioned in Article 1 above with intent to delay the 
implementation of provisions of this law. 

ARTICLE 7 

In case any share-holding company in the Basrah Petroleum Company Ltd., or any 
other authority concerned or interested in operations of the companies mentioned in 
Article 1 of this law attempt any of the acts mentioned in Article 6 of the law, the 
Government has the right to abrogate any concession, permit, interest, licence or 
facilities enjoyed by the Company or the concerned authority in Iraq. 

ARTICLE 8 

Without infraction on any of the heavier penalties provided for by the laws in force, 
whoever violates this law or refuses to undertake action required by its provisions 
shall be subject to imprisonment term not exceeding five years or to a fine, or both. 

ARTICLE 9 

Regulations may be enacted to facilitate the implementation of the provisions of this 
law. 


ARTICLE 10 

The Minister of Oil and Minerals may issue instructions and orders and take appropriate 
measures to secure the implementation of this law. 
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ARTICLE 11 

Provisions and terms contravening the provisions of this law shall be neglected. 

ARTICLE 12 

The Ministers are charged with the implementation of this law. 

ARTICLE 13 

This law shall be published in the official Gazette and shall become operative with 
effect from October 7, 1973. 


LAW No. 90 of 1973 
NATIONALIZING 

THE ROYAL DUTCH SHELL PETROLEUM COMPANY 


In the Name of the People, the Revolutionary Command Council. 

Pursuant to the provisions of Para. (A) Article 42 of the Interim Constitution, the 
Revolutionary Command Council in its session held on October 21, 1973 resolved to 
promulgate the following law: 

Law No. 90 of 1973 — Law for the Nationalization of the Royal Dutch Petroleum 
Company. 


ARTICLE 1 

The share of the Royal Dutch Petroleum Company amounting to 60 percent of the 
joint share of the Shell Petroleum Company Ltd. in the operations of the Basrah 
Petroleum Company Limited in Iraq is hereby nationalized. The ownership of the 
share, and related rights to operations in general, including installations, and facilities 
for exploration, drilling, crude oil and gas production, gathering, pumping, transport, 
refining, storing, field and sea main pipelines, terminal facilities including the share’s 
quota of the deep-water terminal installations at Khor Al-Amayah, all rights and funds 
accruing to that share in Iraq, shall revert to the State. 
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ARTICLE 2 


The ownership of the said share shall be transferred to the Iraq National Oil Company 
including all assets, rights and funds reverted to the State under Article 1 above. The 
Iraq National Oil Company shall not be answerable for previous obligations related 
to funds, rights, assets except within the limits of the part thereof that has reverted to 
the State. 


ARTICLE 3 

The State shall pay compensation for what has reverted to it under Article 1 of this 
law, provided that necessary sums shall be deducted to cover up taxes, duties, wages 
or any other amounts due to the Government on the nationalized share, and whatever 
local debts due on that share. The manner of fixing compensation and deduction shall 
be defined by a regulation. 


ARTICLE 4 

The Iraq National Oil Company shall reserve the right to fulfil valid crude oil sales 
contracts related to the nationalized share or to abrogate or amend them in accordance 
with the interest of the state. 


ARTICLE 5 

Any contract, procedure or conduct contravening the provisions of this law shall be 
regarded null and void. 


ARTICLE 6 

Without infraction on penalties and prerogatives set forth in the laws now in force, 
the government shall reserve the right to rescind totally or partially compensation 
provided for in Article 3 above, should the companies mentioned in Article 1 of this 
law attempt any act of sabotage or destroy or vacate funds, rights and assets 
nationalized in accordance with this law or documents related thereto and should they 
attempt to obstruct or delay implementation of operations mentioned in Article 1 
above with intent to delay the implementation of provisions of this law. 

ARTICLE 7 

In case any shareholding company in the Basrah Petroleum Company Limited or any 
other authority concerned or interested in operations of the companies mentioned in 
Article 1 of this law attempt any of the acts mentioned in Article 6 of the law, the 
Government has the right to abrogate any concession, permit, interest, licence or 
facilities enjoyed by the company or the concerned authority in Iraq. 
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ARTICLE 8 

Without infraction on any of the heavier penalties provided for by the laws in force, 
whoever violates this law or refuses to undertake action required by its provisions shall 
be subject to imprisonment term not exceeding five years or to a fine, or both. 

ARTICLE 9 

Regulations may be enacted to facilitate the implementation of the provisions of this 
law. 


ARTICLE 10 

The Minister of Oil and Minerals may issue instructions and orders and take appropriate 
measures to secure implementation of this law. 

ARTICLE 11 

Provisions and terms contravening the provisions of this law shall be neglected. 

ARTICLE 12 

The Ministers are diarged with the implementation of this law. 

ARTICLE 13 

This law shall be published in the Official Gazette and shall become operative with 
effect from October 21., 1973. 


LAW No. 101 of 1973 
NATIONALIZING 

PARTICIPATION AND EXPLORATION CORPORATION’S 
JOINT SHARE IN BASRAH PETROLEUM COMPANY LTD. 


In the Name of the People 

The Revolutionary Command Council, 

Pursuant to the provisions of Para. (A) Article 42 of the Interim Constitution, the 
Revolutionary Command Council in its meeting on Dec. 20., 1973, resolved to pro¬ 
mulgate the following law: 
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Law No. 101 of 1973 — Law for the Nationalization of the Joint Share held by Partici¬ 
pations & Exploration Corporation in the Operations of Basrah Petroleum Company 
Limited: 


ARTICLE 1 

The joint share held by Participations Sc Exploration Corporation, owned by 
Gulbenkian Foundation in Portugal, amounting to 5 percent in the operations of Basrah 
Petroleum Company Ltd., is hereby nationalized. The ownership of this share and 
related rights in the above Operations shall revert to the State. 

ARTICLE 2 

The Ownership of the aforementioned share and all assets, rights and funds reverted 
to the State in accordance with Article 6 above shall revert to the Iraq National Oil 
Company which shall not be answerable for previous obligations related to that share 
except within the limits of the part thereof that has reverted to the State, and no 
other obligations shall be honoured. 


ARTICLE 3 

The State shall pay compensation for what has reverted to it under Article 1 of this 
law equal to its net book value, providing that a deduction shall be effected therefrom 
for sums due for taxes, duties, fees and any other amounts due to the Government on 
the nationalized share. 

ARTICLE 4 

The Iraq National Oil Company is entitled to fulfil contracts in effect for crude oil 
sales related to the nationalized share, abrogate or amend them in accordance with 
public interest. 


ARTICLE 5 

Any contract, procedure or conduct contravening the provisions of this law shall be 
regarded null and void. 


ARTICLE 6 

Without infraction on penalties and prerogatives set forth in the observed laws, the 
government reserves the right to rescind any concession, licence, interest, or compen¬ 
sation to the said Corporation or respective authority in Iraq, should any company 
holding shares in the B.P.C. or any other party in relation or interest with the operations 
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of the above G>rporation or the nationalized share attempt any act contravening the 
provisions of this law. 


ARTICLE 7 

The Minister of Oil and Minerals may issue instructions and orders and take ap¬ 
propriate measures to secure the implementation of this law. 

ARTICLE 8 

The Ministers are diarged with the implementation of this law. 

ARTICLE 9 

This law shall become operative with effect from December 10, 1973. 

Ahmed Hassan Al-Bakr 

Chairman of the Revolutionary Command Council 
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Kuwait 


LAW No. 19 of 1973 
CONCERNING 

THE CONSERVATION OF PETROLEUM RESOURCES 


W£, SABAH AL SALEM AL SABAH, AMIR OF KUWAIT, 

HAVING NOTED ARTICLES 21,65 AND 152 OF THE CONSTITUTION, 

THE NATIONAL ASSEMBLY HAS PASSED THE FOLLOWING LAW AND WE 
HAVE SANCTIONED AND PROMULGATED IT: 

ARTICLE 1 

In the implementation of the provisions of this Law, the term “Petroleum” shall mean 
all natural hydrocarbons whether in solid, liquid or gaseous state which are or can be 
produced from the surface of the ground or from underground and all hydrocarbons or 
other kinds of fuels derived therefrom. 

The term “Petroleum Operation” or “Petroleum Operation” shall mean reconnaissance 
and exploration for Petroleum; the development of fields, the drilling of wells; the 
production of Petroleum, its treatment, refining, processing, storing, transporting, 
loading and shipping; constructing, installing and operating facilities for water, power, 
housing and camps or any other facilities or installations or equipment necessary for 
accomplishing the afore-mentioned purposes, and all administrative activities relating 
thereto. 

The term “Authorized Operator” shall mean any person either an individual or a corpo¬ 
rate body legally authorized to carry out any Petroleum Operation. 

ARTICLE 2 

All Petroleum Operations shall be subjea to the provisions of this Law and its 
implementing regulations. 
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Petroleum Operations must be carried out in the best manner using efficient and reaso¬ 
nable methods and good techniques as would be expected from a person fully experien¬ 
ced in such Operations under similar circumstances and conditions. 

ARTICLE 3 

Authorized Operators shall take all measures and precautions necessary to prevent any 
damage or danger which might result from Petroleum Operations to human life, public 
health, properties, natural resources, cemeteries or archeological, religious and tourist 
sites. They must also take all necessary precautions to prevent pollution of air and 
surface and underground waters. 


ARTICLE 4 

All machinery, equipment and materials used in Petroleum Operations must conform to 
recognised internationally acceptable specifications, meet safety requirements and serve 
its purpose in accordance with the best tedmiques in practice. 

ARTICLE 5 

Authorized Operators shall submit periodically to the Minister of Finance and Oil the 
programmes, reports, statements and Information relating to their Petroleum Oper¬ 
ations. 

Officials designated by the Minister of Finance and Oil shall have the right to Inspect 
the offices of an Authorized Operator and the sites of his Operations and to examine his 
documents and records to ascertain that the reports, statements and information 
submitted under the preceding paragraph are in conformity with the facts. 

ARTICLE 6 

Before starting to carry out any project relating to Petroleum Operations, an 
Authorized Operator shall submit to the Minister of Finance and Oil a description of 
the project, including the plans relating thereto, its location, capacity, estimated costs, 
the operating methods to be used, engineering data and any other information. The 
Minister shall have the right to approve the project, reject it, or request that it be 
further studied, clarified or modified. 

In the event of approval of the project, the Authorized Operator must notify the Mini¬ 
ster of the completion of each of its stages, so as to enable the Minister to ascertain that 
each stage has been carried out in accordance with the description and plans on the basis 
of which the project was approved. 
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ARTICLE 7 

The regulations necessary for implementing this Law shall be issued by the Minister of 
Finance and Oil. These regulations shall cover all aspects of Petroleum Operations with 
a view to ensuring the exploitation of petroleum resources in accordance with sound 
practices and efficient methods, the prevention of loss or waste of such resources and the 
maximum possible yield therefrom. These regulations shall also include the necessary 
measures for regulating the production of Petroleum, provisions for safety precautions, 
and cover statements, information and documents which the Authorized Operator is 
required to submit and the procedures to be adopted in this respect and the methods 
and procedures for carrying out all Petroleum Operations including the following: 

A. All activities relating to reconnaissance and exploration operations. 

B. All activities relating to drilling operations, including permission to drill, well 
spacing and location, equipping of wells, electrical logging, coring and testing, 
plugging, use, abandonment or suspension of wells, and completion and recomple¬ 
tion of wells. 

C. All activities relating to production operations including well performance testing 
and In-hole surveys, work-over and maintenance of wells, reservoir behaviour 
studies, enhanced recovery projects, underground storage of Petroleum, separation 
of gas from oil, utilization of gas, disposal of salt water and reservoir unitization. 
In relation to the carrying out of these activities, the Minister of Finance and Oil 
may notify an Authorized Operator of the actions to be taken and specify for him a 
time limit for taking them. If the Authorized Operator does not comply with such 
notice or if he has complied but has failed to achieve the required effect the Minister 
of Finance and Oil may issue an order to shut in production from one well, several 
wells, or from the reservoir. 

D. All activities relating to treatment of Petroleum, its refining, processing, storing, 
transporting, loading and shipping, which activities include measurements, cali¬ 
bration and laboratory analyses and their evaluation. 

E. All activities relating to installations, facilities and equipment for all Petroleum 
Operations including their location, construction and operation. 

These regulations shall also cover the measures necessary for the implementation of 
Article 3 of this Law. 


ARTICLE 8 

An Authorized Operator shall render, free of charge, to the officials of the Ministry of 
Finance and Oil who are designated by the Minister of Finance and Oil to implement 
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the provisions of this Law, all necessary services including furnished offices, suitable 
living accomodations, means of transportation, necessary facilities to conduct laboratory 
tests and any other necessary services. 


ARTICLE 9 

The Minister of Finance and Oil may, in certain special cases, entrust any person, 
individual or corporate, with the exercise of all or some of the powers vested in him 
under the provisions of this Law and its implementing regulations. Whoever is so en¬ 
trusted shall have the same rights and privileges as are granted to the officials of the 
Ministry of Finance and Oil designated by the Minister to implement the provisions of 
this Law and its regulations. 


ARTICLE 10 

An administrative penalty of not less than ten thousand dinars and not more than fifty 
thousand dinars shall be imposed for a contravention of the provisions of this Law or its 
implementing regulations. 

In the event of a similar contravention being committed within three years from the 
date of the previous contravention, the administrative penalty shall be doubled. 
Appropriate compensation shall be imposed in addition to the aforementioned penalty 
in all cases in which the contravention results in damage to Petroleum resources. 

The imposition of an administrative penalty or compensation shall have no effect on 
any other sanctions or penalties mentioned in any other Laws or regulations or provided 
for in contractual or international agreements. 

ARTICLE 11 

An administrative penalty and compensation shall be imposed by a reasoned Decision of 
the Minister of Finance and Oil on the basis of a report by the competent administrative 
authority. The Decision shall contain; 

(a) a description of the contravention 

(b) the provision that is contravened 

(c) the person responsible for the contravention 

(d) the amount of the administrative penalty and compensation if any. 

The Authorized Operator shall be notified of the Decision within one week of the issue 
thereof by a letter by registered post with acknowledgement. 

The Authorized Operator may appeal against this Decision within twenty-one days 
from the date on which he is notified thereof and the appeal shall be made by a written 
submission to the High Court of Appeal. 

The decision shall become enforceable if it is not appealed against, or if it is appealed 
against and it is confirmed, or if the Minister issues a decision for the temporary 
enforcement thereof pending a decision on the appeal. 

In the cases referred to in the preceding paragraph the Decision shall have the authority 
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of a court writ and shall be enforced by the same procedures followed in the enforce¬ 
ment of court judgements. 


ARTICLE 12 

The Ministers, each within his jurisdiction, shall implement this Law, which shall come 
into effect on the date of its publication in the official gazette. 

Sabah al Salem A1 Sabah 
Amir of Kuwait 

Promulgated at Seif Palace on 24th Jamad Awal, 1393 A. H. 

Corresponding to: 25th June, 1973 A.D. 
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Libyan Arab Republic 


LAW No. 42 of 1973 
NATIONALIZING 

THE RIGHTS OF NELSON BUNKER HUNT IN CONCESSION 65 


In the name of the People 

The Revolutionary Command Council 

Having seen the constitutional proclamation No. 1 dated 2nd Shawal 1389 correspond¬ 
ing to 11th of December 1969; 

— Petroleum Law (No. 25 of 1955) and laws amending it; 

— Law No. 24 of 1970 governing the National Oil Corporation and laws amending it; 

— Law No. 115 of 1971 nationalizing the British Petroleum Company B.P. Explo¬ 
ration (Libya) Limited and establishing a national oil company in the name of the 
Arab Gulf Exploration Company; 

— Decree of the Council of Ministers dated 5th of Rabi El Awal 1392H corresponding 
to 1st of April 1972 issuing the articles of association of the Arab Gulf Exploration 
Company. 

— Concession Deed No. 65 and agreements related thereto; and acting on the presen¬ 
tation of the Prime Minister and concurrence of the Council of Ministers; 

hereby promulgates: 


ARTICLE 1 

The rights of Nelson Bunker Hunt in Concession 65 shall be nationalized. All the funds, 
rights, assets and shares of Nelson Bunker Hunt related to said concession shall be 
transferred to the State. This shall in particular include all the rights concerning ex¬ 
ploration, drilling, oil and gas production installations and facilities, transport, utiliza¬ 
tion, storage, export and such other assets and rights that relate to said concession. 
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ARTICLE 2 

All the funds, rights and assets of Nelson Bunker Hunt the ownership of which is 
transferred to the Sute in accordance with the provisions of the preceding article shall 
be transferred to the Arab Gulf Exploration Company established under law No. 115 of 
1971 referred to above. 

The Arab Gulf Exploration Company shall replace Nelson Bunker Hunt in respect of 
the latter’s rights and commitments pertaining to Concession 65. However the Arab Gulf 
Exploration Company shall not be responsible for previous commitments except within 
the limits of funds, rights and assets transferred to the State on the date of coming into 
force of this law. 


ARTICLE 3 

The Arab Gulf Exploration Company shall have the right to execute or cancel valid 
crude oil sale agreements relating to the rights of the person concerned referred to in 
Article 1 in the light of public interest. 

ARTICLE 4 

The Arab Gulf Exploration Company shall pay the public treasury through the 
Ministry of Petroleum all fees, surface rents, royalties and surtaxes which were imposed 
on Nelson Bunker Hunt and due effective from the date of coming into force of this 
law in accordance with the provisions of the Petroleum Law, concession deed referred to 
above and agreements amending it. 


ARTICLE 5 

The State shall pay the person concerned compensation for funds, rights and assets 
transferred to the State under Article 1. The value of said compensation shall be deter¬ 
mined by a committee to be set up by decree from the Minister of Petroleum as follows: 

(a) A counsellor of the Court of Appeal (nominated by the Minister of Justice) — 
Chairman. 

(b) A representative from the National Oil Corporation nominated by the Minister of 
Petroleum — Member. 

(c) A representative from the Ministry of Treasury nominated by the Minister of 
Treasury. 

The committee may seek the assistance of any employees or others deemed necessary to 
accomplish its mission. 


ARTICLE 6 

The funds necessary for payment of taxes, fees and any other amounts due to the public 
treasury and debts pertaining to the nationalized rights shall be deducted from the 


124 



Libyan Arab Republic 

amount of compensation due to the person concerned within the limits of the amount of 
compensation. 

The creditors referred to in the preceding paragraph shall submit a statement of debts 
due to them accompanied by documentary evidence, to the committee referred to in 
Article 5 within thirty days from the date of issue of a decree esublishing it. 

ARTICLE 7 

The committee referred to in Article 5 shall issue a decree assessing the compensation and 
determining the debts to be deducted therefrom within a period of three months from 
the date of issue of decree establishing it. 

The committee decision shall be justified, final and not appealable in any way. 

The decision shall be given to the Minister of Petroleum who shall in turn notify the 
person concerned thereof within 30 days from its date of issue. 

ARTICLE 8 

The Libyan employees and labourers of Nelson Bunker Hunt shall become employees 
and labourers of the Arab Gulf Exploration Company. No one of them may cease to 
work unless he is released by decision of the board of directors. The foreign employees 
and labourers have the option of either to maintain their jobs or to withdraw. The 
national and foreign employees and labourers who choose to remain shall maintain their 
current salaries and wages. 


ARTICLE 9 

A committee shall be set up by decision of the board of directors of the Arab Gulf 
Exploration Company to take over the funds, assets and rights of the person concerned 
referred to in Article 1. 


ARTICLE 10 

Any contract, disposition or action made contrary to the provisions of this law shall be 
null and void. Banks, institutions and individuals may not spend any amount or settle 
any claim by or amount due to the person concerned referred to in this law except with 
approval of the board of directors of said company. 

ARTICLE 11 

Any one who violates any of the provisions of this law shall be imprisoned for a period 
not exceeding two years and fined not more than 500 dinars or by either penalty. 
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Any one who violates the preceding article shall pay triple the amounts lost by the State 
as a result of such violation. 

The Minister of Petroleum shall executive this law which shall come into force as from 
its date of issue and shall be published in the Official Gazette. 

Revolutionary Command Council 

Major Abdul Salam Jalloud 
Prime Minister 

Izzedine Mabrouk 
Minister of Petroleum 


Issued on 10 Jumadal Oula 1393 
11 June 1973 


PETROLEUM REGULATION No. 9 of July 1, 1973 
RELATING TO FINANCIAL, ADMINISTRATIVE AND TECHNICAL 
CONTROL FOR CONSERVATION OF PETROLEUM WEALTH 


INTRODUCTORY PROVISIONS 
ARTICLE 1 


In the application of this Regulation: 

“Law” means the Petroleum Law No. 25 of 1955 and amendment laws thereof. 
“Ministry” means Ministry of Petroleum. 

“Agreement Holder” means any person who has acquired a Concession Agreement 
under Law No. 25 of 1955 or an Investment Agreement under Law No. 24 of 1970 
whether sudi acquisition of said Agreement was before or after the implementation of 
this Regulation. 

“Operation” means any petroleum operation carried out by the Agreement Holder. 
“Minister" means the Minister of Petroleum. 

“Goods” means equipment, madiinery, madiines, tools, and materials used for explo¬ 
ring, prospecting and drilling for, extracting, transporting and processing of petroleum, 
as well as for other works related thereto. 
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Reference shall be made to the Law and the Second Schedule thereof with respect to the 

terms used in this Regulation, but not referred to in this Article. 

ARTICLE 2 

1. The Agreement Holder shall take the necessary actions for complying with the 
requirements of the Commercial Code and other laws in force within the Libyan 
Arab Republic. 

2. The Agreement Holder shall undertake to renew, replace, or supplement the instru¬ 
ment of guarantee provided for in Article 9 (3) of the Law and the renewal, replace¬ 
ment, or supplementing of such guarantee shall be made within 7 days from the 
expiry date thereof or the date of deduction therefrom, as the case may be, as long 
as the Agreement was in effect. 

RELINQUISHMENT 
ARTICLE 3 

1. The area relinquished by the Agreement Holder in accordance with the provisions 
of Article 10 of the Law must be in one block. It may also be in two blocks if the 
concession area exceeds 12,000 sq.km$., provided that the relinquished area shall be 
reasonably compact and debounded as far as possible by the grid lines of the offi¬ 
cial map of the Ministry and bordering on the borders of one or more areas of the 
concession area. 

2. The notice to be given by the Agreement Holder to the Ministry with respect to the 
relinquishment of the entire concession area 3 months prior to sudi relinquishment 
shall be a condition for considering the application of relinquishment. Relinquishment 
shall not be complete except upon the issuance of a Decision by the Council of 
Ministers in accordance with Article 2 of the Law. 

3. Should the Agreement Holder be of the opinion that a special case had existed 
justifying his non-adherence to the provisions of paragraph (1) of this Article, he 
shall notify the Ministry thereof including in the notice a detailed statement of the 
reasons and justifications and enclosing with the notice all of the documents and 
information related to such reasons together with a map based on the Ministry’s map 
and a detailed written statement which accurately shows the area proposed to be 
relinquished thereby and the area proposed to be retained thereby. 

4. The Ministry undertakes to study the documents of the Agreement and toward 
this end it may request from the Agreement Holder the information and documents it 
deems to be necessary. Thereafter, the Ministry notifies the Agreement Holder within 
a reasonable period of its approval or disapproval as to the existence of such special 
case. In case of the Ministry’s disapproval the Agreement Holder shall have to 
observe the provisions of paragraph (1) of this Article. 
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USE OF SURPLUS CAPACITY 
ARTICLE 4 

1. Where a pipeline system has capacity surplus to the requirements of the Agreement 
Holders owning such system, such surplus capacity shall be made available for the 
transport of petroleum of other Agreement Holders at the request of such other 
Agreement Holders as provided in Article 12 of the Law, provided the movement of 
their petroleum through the system will not in any way prejudice the movement of 
the petroleum of the Agreement Holder having the surplus capacity of such pipeline 
system. The Agreement Holder with surplus capacity shall have no obligation to pre¬ 
sent additional facilities, or incur additional investment, or make any special 
arrangements, in order to transport the petroleum of another Agreement Holder. The 
use of the surplus capacity shall not create any vested or permanent Investment in 
the use of such capacity. 

2. The owner of surplus capacity shall notify the Agreement Holder requesting the use 
thereof and the Ministry the tariff rates and terms under which the surplus capacity 
may be used. With respect to any arrangements made after the date of this 
Regulation the ratio to be charged in any year shall be in accordance with the 
following formula: 


C + D + R 
BM 


X L 


where C 
D 
R 
BM 

L 


Total annual pipeline operating costs including pro rata general over¬ 
head costs of the entire pipeline and all taxes attributable thereto. 

Depreciation on the cost of the pipeline system at the rate of 10 % per 
annum. 

An amount equal to 12% per annum of the total investment in the 
pipeline system, including working capital. 

Total barrel miles moving through the system during sudi year whether 
such petroleum was owned by the owner of the pipeline system or by 
another person. 

Length of haul in miles to which tariff rate applies. 


If loading service is performed by the owner of the pipeline system for other Agreement 
Holders a separate and additional tariff for terminalling and loading shall be deter¬ 
mined in accordance with the following formula: 

B 

Loading diarge per barrel = _ _ — 
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where C = Total operating costs including general overhead costs relating to 
petroleum port (terminal) during such year. 

D = Depreciation on cost of terminal at the rate of 10% per annum. At the 
end of the period, the installations may be reevaluated and the rate of 
depreciation be amended to be consistent with proper accounting prin¬ 
ciples. 

R = An amount equal to 12% per annum of the total investment in the ter¬ 
minal including working capital. 

B = Number of barrels moving through export terminal during such year 
whether such crude oil was produced by the owner of the pipeline 
system or another person. 

3. All operations related to use of surplus capacity for transportation of crude shall 
be performed in accordance with the provisions of this Regulation. The Ministry 
will issue special rules for individual cases as may be dictated by necessity. In 
case of conflict between such special rules and the general rules specified in this 
Regulation the special rules shall apply. 

4. In the event that any Agreement Holder does not accept the tariff rate or terms 
of use proposed by the Ministry, the Ministry shall within two months from the 
date of its being notified of such non-acceptance submit the matter to the Committee 
referred to in Article 12 of the Law. 

5. If the requirements of the Agreement Holder or Holders owning the pipeline 
increase and they desire to use the surplus capacity or any portion thereof for their 
own requirements, they shall notify in writing the Agreement Holder or Holders 
using the capacity of their desire to use such capacity and their obligation to make 
sudi surplus capacity available to him or them shall cease after the lapse of one year 
following the date of such notification. 

6. Where more than one Agreement Holder desire to use surplus pipeline capacity 
owned by another Agreement Holder, such surplus capacity shall be apportioned 
among such Agreement Holders in a manner to be mutually agreed by and among 
them, and failing agreement, in proportion to the total volumes available for export 
as designated by eadi Agreement Holder. 

COMMERCIAL DISCOVERY AND SEABOARD TERMINAL 

ARTICLE 5 

In the application of the provisions of Article 13 (1) of the Law and Clause 6 of the 
Second Sdiedule thereof, petroleum shall be deemed to have been found in commercial 
quantities when the first well in which petroleum was discovered produces after its 
production has been tested in accordance with the sound principles of production, the 
following quantities giving due consideration to the depth of the producing stratum and 
the choke size: 
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Depth in Feet 


Well Production 
BblsIDay 


Choke Size 
Inches 


— 4,000 250 8/16 

4,000— 6,000 400 8/16 

6,000— 8,000 650 8/16 

8,000—10,000 1,000 7/16 

10,000 or more 1,500 7/16 


As to wells drilled in submerged areas, their production must amount to three times the 
quantities specified in the preceding paragraph. 

In determining the commercial production under the provisions of the preceding two 
paragraphs there shall be taken into consideration the location of the installations, 
transportation facilities and the export terminal which needs to be built for utilization 
of said petroleum. 

The Agreement Holder shall furnish the Ministry with all of the information he may 
have in connection with such determination. The Ministry shall after satisfying the 
previous conditions issue a final decision. 


ARTICLE 6 

In the application of the provisions of Article 13 (2) of the Law and Clause 7 (4) and 
Clause 8 (10) of the Second Schedule, the term “Seaboard Terminal in Libya” shall 
mean the seaboard terminal where the Agreement Holder terminals and from where he 
normally ships his petroleum, natural gasoline and natural gas. 

Should the Government decide to take royalty in kind out of the petroleum and gas 
produced, the Agreement Holder shall put forward free of charge any facilities 
requested by the Government. 


RENTS, ROYALTIES AND USES 
ARTICLE 7 

The Agreement Holder undertakes to pay the rents provided for in Article 13 of the 

Law and Clause 6 of the Second Schedule as follows: 

1. Rents shall be satisfied from the date of granting the Agreement and rent shall be 
paid from that date to cover the period falling in between that date and the 31st day 
of the following December. Any portion of a month shall be deemed to be a complete 
month in assessing and increasing the rent. Thereafter, rent shall become due 
annually and be paid in advance whether with respect to producing or non-produc¬ 
ing concession on the basis of the calendar year and on no later date than the 7th 
day of January of each year. The training obligations provided for in Clause 18 of 
the Second Schedule and any other additional financial benefits shall also be paid at 
the same time. 
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2. Should an increase in rent be imposed on the Agreement Holder in accordance 
with the provisions of Article 13 (b) of the Law as a result of discovery of oil in 
commercial quantities, the higher rent shall become payable as of the first day of the 
month in which oil was discovered in commercial quantities. 

3. In the application of the provisions of Article 13 (3) of the Law and Clause 7 (5) 
of the Second Schedule with respect to reduction of royalty by the amount of rents 
covering the same period during which royalty became due, the word “year” 
shall mean with respect to the first period concerned the period beginning from the 
date on which royalty became due to the 31st day of the following December. 

4. The Ministry shall furnish the Agreement Holder at least 30 days before the 
beginning of eadi year with a statement in quadruplicate for each Agreement 
showing the manner and procedure determined by the Ministry for assessment of 
rents. The Ministry shall issue to the Agreement Holder a decision, which may not be 
objected to by the Agreement Holder, showing the date specified for discovery of 
petroleum in commercial quantities. Payment shall be made in accordance with said 
statement and the decision with respect to the area covered by the Agreement shall 
be made on the date rent becomes due. 

5. Rent shall not be refunded if the Agreement is cancelled or the Agreement Holder 
relinquishes his concession in whole or in part. 

6. If the remaining period of the term of the Agreement is, at the time rent becomes 
due, less than one year, rent shall be paid for such period only. 

ARTICLE 8 

1. In the application of the provisions of Article 13 of the Law and Clause 7 of the 
Second Schedule thereof, the Ministry shall in taking royalty in kind have the right 
to take it out of crude oil, natural gasoline, natural gas, and all of the other products 
exported by the Agreement Holder from the seaboard terminal. 

2. For purposes of applying Article 14 (1) (c) of the Law and Clause 8 of the Second 
Schedule thereof, the royalty calculation for exported quantities shall be made on 
the basis of the gravity of the quantities exported from the fields and the same 
principle shall be applied in expensing royalty quantities taken in kind. 

3. The Ministry may instruct the Agreement Holders to put at the disposal of the 
National Oil Corporation, in proportion to their respective production, quantities of 
crude oil, gas or natural gasoline for domestic consumption or industry at cost as 
determined by the Ministry. No marketing charges may be included or deducted 
from the supplemental payment. 


ARTICLE 9 

In determining the quantities of crude oil, oil products, gas and natural gasoline used by 
the Agreement Holder in the performance of his operations in accordance with Article 
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13 (1) (c) of the Law and Clause 7 (1) of the Agreement the undermentioned procedures 
shall be followed: 

1. With respect to the Agreement Holder's use of quantities of crude oil, other 
oil products, gas and natural gasoline required for generation of electricity or use as 
fuel it shall suffice that the Agreement Holder notifies the Ministry on a regular basis 
of the used quantities and the Ministry shall have the right to require the Agreement 
Holder to present any data or documents for establishing the validity and 
appropriateness of the use. In the event the Agreement Holder fails to present such 
data, the Ministry may decide to have the Agreement Holder bear alone the cost of 
the unapproved quantities. 

2. The Agreement Holder shall prior to commencement of using any quantities of crude 
oil, oil products, gas and natural gasoline for spraying roads or stabilizing sand dunes 
or any other uses not provided for in the preceding paragraph submit a written 
application for a permit substantiated by data and documents and the Ministry shall, 
if convinced of the validity of the reasons of such use, issue the permit applied for 
within a reasonable period of time. 

ARTICLE 10 

In the application of the provisions of Article 14(1) (a) and (b) of the Law and Clause 
8 of the Second Schedule, fees, rents and royalities from which 12*72% of the value 
of exported crude oil was excluded mean the total fees due from the Agreement Holder 
with respect to that year without deduction of any amount for any purpose. 

In the event that 12*/2% of the value of the exported crude oil exceeds in any one 
year the total fees, rents and royalties, such excess shall be added to the Government’s 
share and be paid by the Agreement Holder in addition to income tax and surtax due 
from him for that year. 12 */ 2 % of the value of exported crude oil means any quanti¬ 
ties of crude oil as long as they are exported as being crude oil even if they were diluted 
with quantities of natural gas. 

OPERATING AND OVERHEAD EXPENSES 
ARTICLE 11 

All ships entering any petroleum port shall pay port, berthage and light fees, as well as 
any other fees imposed on all ships provided that such fees shall be paid directly to the 
Public Corporation of Ports and Lights and may not be treated as part of the direct 
taxes or part of the expenditures deductible from the income of the Agreement Holder 
under the provisions of Article 14 of the Law and Clause 8 of the Second Schedule 
thereof. Such ships shall pay to the Agreement Holder using a petroleum port the 
services fees provided for in said Port Fees Law and shall be treated as income to the 
Agreement Holder subject to the Provisions of Article 14 of the Law and Clause 8 of 
the Second Schedule thereof. 
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ARTICLE 12 

In the application of the provisions of Article 14 (2) (a) of the Law and Clause 8 (2) (a) 
of the Second Schedule, the term, “Overhead and Operating Expenses” shall mean the 
following expenditure items as long as such expenditures are not connected with 
obtaining, finding, erecting and installing the various types of assets or the other 
capital expenditures, provided that such expenditures are made in a fair and proper 
manner and to the extent needed for the operations of the Agreement Holder in the 
Libyan Arab Republic whether before or after the commencement of the production 
period (effective date). Such expenditures must be paid in the Libyan Arab Republic 
and may be paid abroad upon obtaining an advance written permit from the Minister 
of Petroleum and the Ministry may require the Agreement Holder to present any 
documents it deems necessary to establish the validity of the expenditure: 

1. Salaries, wages, retirement funds and other benefits granted the employees provided 
that sudi benefits are granted to all of the employees in the Libyan Arab Republic 
whether they were nationals, Arabs or foreigners without discrimination and 
provided that such policy is endorsed by the Ministry of Petroleum. 

2. Customs dues paid by the Agreement Holder if he directly imports non-capital 
goods and merchandise which were not subject to the exemption provided for in 
Article 16 of the Law. 

3. Stamp tax for which the Agreement Holder is directly liable. 

4. Banking commission charged by commercial banks operating in Libya or the 
Central Bank of Libya when selling Libyan currency to the Agreement Holder 
for purposes of satisfying to the Ministry the tax obligations imposed thereon. 

5. The cost of consumable goods purchased and consumed by the Agreement Holder. 
The term “Consumable Goods” shall mean the goods which can be consumed within 
less than a year. The cost of small equipment, utensils and apparatus of trivial 
value may also be included as part of the operating expenses in accordance with the 
proper accounting procedure. 

6. The cost of services provided by any third party to the Agreement Holder which 
must be performed to the extent possible within the Libyan Arab Republic. 

7. The cost of the services provided by the parent or an affiliate company to the 
Agreement Holder. The cost of such services shall be determined as follows 
without addition of any commission or profit: 

(a) Expenditures incurred in connection with employment and administrative 
services related to the employees of the Agreement Holder. 

(b) Actual expenditures incurred in connection with the purchase of equipment 
and materials which shall upon determination thereof form a part of the cost 
of such equipment and material for purpose of calculating the operating 
expenses or the capital expenses. 

(c) Services of technical nature requested by the Agreement Holders in the Libyan 
Arab Republic and provided to them by their parent or affiliated companies in 
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exchange for a fee agreed to in advance and fixed on cost basis including 
overhead expenses and excluding profit. Should the nature of such service be 
that of capital expenditures it should be added to capital expenditures. 

(d) Actual cost of any other services of consulting nature such as financial and 
legal consulting. Services mentioned in paragraphs (c) and (d) should be 
performed as far as practicable within the Libyan Arab Republic by staff 
and employees of the Agreement Holder. Services provided by parent or 
affiliated companies must be covered by services agreements certified by the 
Ministry and the booked expenses must be reasonable and in proportion to the 
type of services rendered. 

No expenditures other than the aforesaid may be included and in particular 
there may not be included the overhead expenses of the main office (home 
office?) which cover persons other than employees of the Agreement Holder. 
Services related to Agreement Holders partaking joint operations performed 
by an operating company on behalf of two or more Agreement Holders 
owning an undivided interest in the joint operations of one or more conces¬ 
sions shall, whenever connected with the joint operations, be booked for the 
account of said operating company and be then apportioned among the 
Agreement Holders in accordance with their respective interests in one or 
more concessions. 

Only services specified in paragraph (d) may be directly booked for the 
account of the Agreement Holder with his approval if such services were 
directly connected with the activities of the Agreement Holder only and not 
connected with the joint operations of the other Agreement Holders. 

8. Cost of repair, services and regular maintenance conducted for all types of assets 
in the Libyan Arab Republic provided that neither production capacity nor 
productive life of the asset is increased as a result thereof. Sudi services shall 
as far as possible be rendered locally. 

9. Rentals paid for plants (or laboratories), buildings, and other property located 
within the Libyan Arab Republic only. However, amounts paid for usufruct 
within the Libyan Arab Republic shall be recovered over the term specified in 
the usufruct contract and so will be any expenditures incurred in connection with 
arranging for or preparing the asset which is the subject of the usufruct. 

10. Travel expenditures of employees on official business. 

11. Insurance premiums provided that the insurance is obtained locally. 

12. Fair losses resulting from damage, deterioration of property, or loss in the Libyan 
Arab Republic unless compensated for by insurance or otherwise including loss 
from bad debts if the Ministry is convinced that the Agreement Holder had 
exhausted all of the means for recovery of such amounts, and including legal 
claims, but excluding fines payable to or sums forfeited to the Ministry. Unusual or 
extraordinary losses may not be charged except after the approval thereof by the 
Ministry of Petroleum. 
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13. Cost of cultural and welfare activities carried out by the Agreement Holder 
within the Libyan Arab Republic with the advance approval of the Ministry. 

14. Cost of medical establishments and services provided by the Agreement Holder in 
the Libyan Arab Republic provided that they are enjoyed by all of the employees 
whether nationals, Arabs or foreigners. 

15. Cost of education and training of Libyan nationals, undertaken by the Agreement 
Holder with the advance approval of the Ministry whether incurred in the Libyan 
Arab Republic or abroad. 

16. Cost of housing employees in the Libyan Arab Republic provided that it includes 
without discrimination all of the employees whether nationals, Arabs or foreigners 
and after the approval by the Ministry of such policy. 

17. Cost of housing, living and travel of any employee assigned by the Government 
outside his official place of work for ensuring that the Agreement Holder is 
conducting his operations in accordance with the provisions of the Law and 
Regulations. 

18. Cost of guarding the oil installations provided that such guarding is compulsory 
and in addition to the regular guarding. 

19. Any other operating expenditures or overheads which are acceptable to and 
approved by the Ministry prior to being incurred. 

20. Aforesaid items of expenditure incurred by the operating company on behalf 
of the Agreement Holders shall be booked in the Agreement Holders’ respective 
books provided that they are incurred in accordance with the conditions specified 
in the preceding paragraphs. 

PHYSICAL ASSETS AND CAPITAL EXPENDITURES 
ARTICLE 13 

The physical assets and capital expenditures referred to in Article 14 (2) (b) of the Law 
and Clause 8 (2) (b) of the Second Schedule include the assets acquired in the Libyan 
Arab Republic. The determination of the value of these assets shall include customs duty 
paid thereon if they are not duty free in accordance with Article 16 of the Law and 
expenditures incurred before or after the commencement of production period. The 
physical assets also include all costs of wells which produce petroleum, gasoline and 
natural gas and auxiliary wells. Depreciation of any assets or amortization of capital 
expenditures pertaining to these assets may not start until they are acquired and placed 
into production. The calculation of depreciation of assets added during the year shall be 
on a monthly basis effective from the beginning of the month following the acquisition. 
Assets and property permanently put out of use under Article 14 (2) (b) of the Law and 
Clause 8 (2) (b) of the Second Schedule thereof must have been used. The Ministry must 
be advised thereof every month in order to approve their obsolescence. The Agreement 
Holder undertakes in this case to dispose of said assets and property by sale, provided 
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they are sold at the best obtainable prices.The Agreement Holder shall, unless he submits 
to the Ministry documents establishing such sale, be liable for their value as if they were 
not put out of use. The Agreement Holder shall bear alone the value of all new goods 
not used in his operations in the Libyan Arab Republic. They may not in any case be 
deducted from his profits (income) or from the Goverment’s share in his profits. 

ARTICLE 14 

The Agreement Holder shall, before re-export of any goods used in petroleum 
operations, submit to a Committee formed by the Minister for this purpose, an applica¬ 
tion for obtaining a permit in writing in this respect. The application shall be 
accompanied by the following information: 

(a) A detailed description of the goods to be re-exported. 

(b) Reasons for re-export and extent of need for the mentioned goods in his petroleum 
operations. 

(c) The country to which the goods will be re-exported. 

The Committee’s procedures shall be determined by decision of the Minister. 

ARTICLE 15 

Permit for re-expon of goods shall be confined to goods which have been permanently 
put out of use. 


ARTICLE 16 

Permits may be issued for re-export of goods for the repair thereof abroad, provided the 
Agreement Holder submits a written Statement indicating that such repair cannot be 
done locally and undertaking to return the goods after repair within the period 
determined by the Committee. If the Agreement Holder does not have adequate assets 
or financial guarantees, the Committee may ask him to provide a bank guarantee In the 
value of goods permitted to be re-exported. If the period fixed for the return of goods 
to the country lapses without fulfilment of the undertaking, the bank guarantee may, by 
a decision of the Undersecretary of the Ministry, be forefeited to the Ministry without 
prejudice to the Ministry’s right to other guarantees. 

ARTICLE 17 

The re-export of data, analysis and results of geological, seismic and magnetic surveys 
for final interpretation may be permitted if such interpretation is of special nature and 
cannot be performed locally. In other cases of ordinary nature, the Committee shall 
allow the Agreement Holder to re-expon abroad (sudi data and analysis) for a certain 
period of time but he shall immediately after the lapse of this period be liable to 
conduct said interpretations locally. 
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ARTICLE 18 

In the application of Article 14 (3) of the Law and Clause 8 (3) of the Second Schedule: 

1. “Exploration and prospecting expenditures” shall mean expenditures (other than 
expenditures incurred for physical assets) incurred for preliminary investigation 
and surveys, geological and geophysical work before commencement of drilling in 
an area. 

2. “Intangible drilling costs” shall mean expenditure incurred for labor, fuel, repairs, 
maintenance, hauling, materials and supplies for the purpose of drilling or cleaning 
wells. 

3. The cost of drilling wells non-productive in commercial quantities as well as the 
assets used therein, provided that such assets cannot be economically transported to 
or utilized in another location. 

4. The option granted to the Agreement Holder under Article 14 (3) of the Law and 
Clause 8 (3) of the Second Schedule shall apply to the preceding paragraphs (1) and 
(3). However, the option shall apply to paragraph (2) with respect to exploratory 
wells only. 

5. The costs mentioned below may not be deducted in the year in which they were 
incurred but are considered part of the assets owned by the Agreement Holder and 
must be amortized in accordance with Article 14 (2) (b) of the Law and Clause 8 (2) 

(b) of the Second Schedule: 

(a) Total costs of drilling wells productive of petroleum, gasoline and natural 
gas whether they were tangible or intangible. 

(b) Cost of drilling equipment including rigs, gathering lines, production and 
storage lines, tankage, motors, tubing, boilers, machinery and similar property. 

(c) Cost of wells drilled for purposes of water disposal or for injection purposes. 

(d) Costs of departments specialized an the planning and construction of new 
projects and the share of production drilling operations in the cost of manage¬ 
ment of drilling operations and an acceptable percentage of the cost of other 
service departments. All these costs shall be apportioned among completed 
projects or projects under construction and shall be considered part of the cost of 
assets owned by the company. 

POSTED PRICES AND INCOME 

ARTICLE 19 

1. In the application of the provisions of Article 14 (5) of the Law and Clause 
8 (5) of the Second Schedule, the posted prices applicable to the entire quantity of 
every shipment of crude oil exported shall be the posted price in effect on the day on 
which loading of such shipment was completed. 

2. In the application of the provisions of Article 14 (5) (b) and Clause 8 (5) (b) of the 
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Second Schedule there shall be observed in calculating the Agreement Holder's 
income from all his other operations whether or not he has, when calculating the 
supplemental payment, included in the income from crude oil exported the 
expenditures related to such income as part of the expenditures of the income from 
the crude oil exported. 


CURRENCY CONTROL 
ARTICLE 20 

In the application of the provision of Clause 11 of the Second Schedule of the Law, the 
Agreement Holder may not retain abroad the amounts required for his operations in the 
country and the following items are examples of this: 

1. Salaries and wages and other benefits granted to foreign, Arab or national employees. 

2. Amounts due to suppliers and contractors and the cost of the services provided by 
any person to the Agreement Holder. 

3. Fees, taxes, rents and royalties. 

4. All other amounts needed for the operating and overhead expenses provided for in 
this Regulation. 

5. The value of all of the assets of the Agreement Holder in Libya and the deprecia¬ 
tion charges thereof and the other capital expenditures provided for in the Law and 
the Second Schedule thereof and the provisions of this Regulation. 

The Agreement Holder must retain such amounts in the country and pay the same 
locally in Libyan currency. However, payment abroad may be made in Libyan currency 
convertible into a foreign currency subject to the general control applicable in the 
Libyan Arab Republic to transfer of funds. 

COLLECTION RULES 
ARTICLE 21 

In the application of the provisions of Article 14 of the Law and Clause 9 of the Second 
Schedule thereof, the collection of the obligations of the Agreement Holder with respect 
to fees, surface rents, royalties, income taxes, surtaxes and supplemental payments shall 
be subject to the following procedure: 

1. The Agreement Holder shall submit to the Ministry after the end of each calendar 
month and in any event later than thirty days from the end of each month a 
statement showing his estimate of the tax obligations payable by him based on his 
expected profits during the period covered by such statement. Such statement shall be 
prepared on the form issued for this purpose by the Ministry’s General Directorate of 
Companies Accounting. In case of delay in submitting the financial statement or 
disagreement between the Agreement Holder and the Ministry with respect to the 
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Agreement Holder’s estimated profits, the Agreement Holder shall pay the approved 
tax obligations in accordance with the Ministry’s estimate provided that the 
Agreement Holder may submit a statement expressing his views to be looked into by 
the Ministry. 

2. The Agreement Holder shall pay on the thirtieth day of the second month after the 
end of the month for which such obligations became due, the amounts due from him 
for the preceding month. Such amounts shall be part of the tax obligations due from 
him and are considered a payment on account thereof provided that payment is 
made through checks certified by one of the commercial banks operating in the 
country. 

3. The Agreement Holder shall submit to the Ministry as soon as possible after the end 
of every complete year and in any event not later than four months from the end of 
each complete year, accounts showing the profits of such year as defined in the Law 
and he shall concurrent with submission of such accounts pay to the Ministry an 
amount when added to the fees, rents, royalties, excluding 12 V 2 % of the value 
of crude oil exported, and the direct taxes previously paid during such year, equals 
55% of the profits shown by such accounts, or any other additional supplemental 
payments undertaken by the Agreement Holder under the agreements concluded in 
this connection. The amount so paid shall be considered part of the income tax, 
surtax and supplemental payment, and be treated as payment on account thereof. If 
upon final determination of actual accounts for income tax, surtax, and additional 
supplemental payment due, the amounts paid on account were found to be less than 
the total of income tax, sunax and supplemental payment due, the Agreement 
Holder shall pay the balance forthwith. However, if upon final determination of 
actual accounts for income tax, surtax and supplemental payment, the amounts paid 
on account were found to be in excess of the total of income tax, surtax and 
supplemental payment due, the difference shall be carried over and be treated as an 
amount paid on account of income tax, surtax and supplemental payment for the 
succeeding year or years. 

4. Without prejudice to any other penalties or rights stipulated for the Ministry in the 
Law or the Financial Laws and Regulations in effect, there shall be imposed in case 
of delay by the Agreement Holder in making the monthly payments on their due 
date a fine at the rate of 1 % of the amount overdue for every period of one month 
or a portion of one month not less than 15 days. This fine shall be imposed regardless 
of the cause or justification of such delay. It shall also be imposed in case of clear 
arithmetic mistakes in the statements of the monthly payments, as well as for 
ignoring the sound accounting principles if the amount due to the Ministry was 
affected as a result thereof. Such fine shall be collected at the same time in which the 
succeeding monthly payment is collected. 

5. Without prejudice to any other penalties or rights stipulated for the Ministry in 
the Law or the Financial Laws and Regulations in effect, there shall be imposed in 
case of delay by the Agreement Holder in paying the balance referred to in paragraph 
(3) of this Article a fine at the rate of 1% of any portion of sudi balance that 
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becomes overdue for every period of one month or a portion of one month not less 
than 15 days. Such fine shall be collected at the same time in which the overdue 
amounts are paid. The fines referred to in this paragraph and in the preceding 
paragraph shall be imposed by a decision of the Undersecretary of the Ministry. The 
collection of the aforesaid amounts shall to the extent not covered in this Regulation 
be subject to the procedure provided for in the Financial Laws and Regulations of 
the Libyan Arab Republic. 


ARTICLE 22 

For purpose of collecting the tax obligations imposed on the Agreement Flolder and in 
case it becomes apparent to the Ministry that Ministry’s rights are liable to be lost, as 
well as in the event of imposing the fines provided for in Article 21 of this Regulation, 
the Ministry shall have the right to take either of the following two actions: 

(a) Deduct the amount overdue and fines from the bank guarantee referred to in 
in Article 1 and the Agreement Holder shall promptly restore the bank guarantee 
to its original amount at time of issuance. 

(b) Administrative attachment of the funds necessary for satisfying the Ministry’s 
rights wherever such funds may be found. Such funds may not be disposed of until 
the attadunent is lifted by a court judgement or a decision by the Ministry. The 
actions specified in this Article will be uken by a decision of the Undersecretary 
of the Ministry. 


PRODUCTION 
ARTICLE 23 

Projects for utilization of gas and natural gasoline and the derivatives thereof whether 
for export or for use by industry or for domestic purposes, shall be treated for financial 
and accounting purposes as separate projects from the regular activity of the Agreement 
Holder related to utilization of crude oil. The expenses and expenditures of these 
projects may not be deducted from the income resulting to the Agreement Holder from 
the crude oil exported by him. Such expenses and expenditures will be deducted upon 
realization of income from such projects. 

ARTICLE 24 

In the event that any producing company borrows crude oil, gasoline and natural gas 
from another company, the lending company (original producer) shall expense royalty 
of petroleum or gas lent in the same year during which the borrowing occurred. Upon 
returning of such quantities to the lending company (original producer) the company 
borrowing such quantities shall expense the royalty in the year during which borrowed 
quantities were returned. 
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ARTICLE 25 

In the event that any producing company sells any quantity of crude oil, gasoline or 
natural gas to another oil company within the Libyan Arab Republic, the value of such 
sales shall be included in the revenues of the company producing such quantity on the 
basis of the posted prices and the royalty related thereto shall be expensed within the 
same year in which such sale was made. Such purchase, however, shall not affect the 
financial statement of the purchasing company. 

ARTICLE 26 

The balance of the crude oil at the end of the year shall be taken into account when 
preparing the annual financial statement. Such balance shall be evaluated on the basis 
of the cost of each barrel produced during the year with all of the expenditures carried 
on the financial statement including depreciation. 


ARTICLE 27 


The measurement of crude oil gravity shall be as follows: 

1. Ordinary hydrometer (Ih. to lOh.) shall be used for the purpose of reference test 
(used as basis). A thermohydrometer may be used for field tests. 

2. The degree of gravity for the crude oil samples shall be measured at the terminal 
at the following temperature degrees: 


Bregan Crude Oil 
Zweitina Crude Oil 
Sirtica Crude Oil 
Sidrah Crude Oil 

Amal Sc Nafoora Crude Oil at Raslanuf 
Serir Crude Oil at Hariga 
Agip Crude Oil 


65®F. or less 
65®F. or less 
65®F. or less 
65®F. or less 
85®F. or more 
95®F. or more 
110®F. or more 


Measurement of gravity at field tests may be made at a temperature degree different 
from the one specified above. 

3. The samples must be cooled or heated to the above temperatures in their sealed 
container. The temperature of the hydrometer cylinder (the container in which the 
sample is placed to measure its gravity) must be about the same abovementioned 
temperature of the sample the gravity of which is to be measured. 

4. The temperature of the sample must be observed to the nearest 0.25 degree Fahren¬ 
heit immediately before and after observation of the gravity. The liquid sample in 
the cylinder must be carefully and completely stirred by thermometer and all the 
mercury line be immersed. 
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5. If there is a difference of more than one degree Fahrenheit between the temperature 
readings before and after gravity reading, the gravity and temperature reading shall 
be repeated after the temperature of the sample becomes more stable. The average of 
the two readings of the thermometer before and after the final reading of the hydro¬ 
meter shall be recorded to the nearest degree Fahrenheit and become the temperature 
degree of the test. 

6. The American Petroleum Institute publications shall be observed in the matters not 
referred to herein for the measurement of gravity of petroleum. 


LAW No. 44 of 1973 

NATIONALIZING FIFTY-ONE PER CENT OF OCCIDENTAL LIBYA INC. 


In the name of the People 
Revolutionary Command Council 
Having seen 

— The constitutional proclamation of 2nd Shawal 1389 corresponding to 11th of 
December 1969; 

— Petroleum Law (No. 25 of 1955) and laws amending it; 

— Law No. 24 of 1970 governing the National Oil Corporation and laws amending it; 

— Mercantile Code; 

— Law No. 65 of 1970 determining certain provisions on merchants, commercial com¬ 
panies and supervision over them; 

— Petroleum Concessions No. 102 and 103 and laws amending them and related 
thereto; and 

Acting on the presentation of the Prime Minister and approval of the Council of 
Ministers 

enacts the following law. 


ARTICLE 1 

Fifty-one per cent of all funds, rights, assets, shares, activities and interests of any kind 
owned by Occidental Libya Inc. which relate to oil concessions 102 and 103 shall be 
nationalized and transferred to the State. 

This particularly includes the installations and facilities of exploration, drilling and 
production of crude oil, natural gas and their by-products, transport, utilization, 
reining, storage and export including unit wells and fields, storage facilities, pipes, 
terminals, and other assets and rights. 
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ARTICLE 2 

The State shall pay to those concerned a compensation for funds, rights and assets trans¬ 
ferred to the State under Article 1. The value of said compensation shall be determined 
by a committee established by decree of the Minister of Petroleum as follows: 

(a) Chairman — A Counsellor of the Appellate Court nominated by the Minister of 

Justice. 

(b) Member — Representative of the National Oil Corporation, nominated by the 

Minister of Petroleum. 

(c) Member — Representative of the Ministry of Treasury nominated by the Mini¬ 

ster of Treasury. 

In carrying out its duties the committee may seek the assistance of any officials and 
others. 


ARTICLE 3 

A committee or committees shall be established by decision of the Minister of Petroleum 
to take over the funds and assets of the nationalized company. Decisions of this 
committee shall be approved by decree of the Minister of Petroleum or the chairman of 
the board of directors and general manager of the National Oil Corporation. 

ARTICLE 4 

The local manager of Occidental Libya Inc. shall prepare a report about the financial 
position of the company at the end of the day preceding the date of coming into force 
of this Law as evidenced in the records of the Company and shall submit it to the Com¬ 
pany Accounts Department at the Ministry of Petroleum for audit. The said department 
may in carrying out its functions request the company to submit any clarifications or 
documents. It shall then submit the report and its comments to the Ministers. 

ARTICLE 5 

Any contract, commitment or legal relation in any form that influences the value of 
nationalized funds and rights or the continuation of which influences the suitable 
operation and investment conditions may be terminated by decision of the Minister of 
Petroleum. 


ARTICLE 6 

The funds, rights and assets of Occidental Libya Inc. transferred to State in accordance 
with Article 1 shall be transferred to the National Oil Corporation. 
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ARTICLE 7 

Occidental Libya Inc. shall carry on its current activities. A three man committee shall 
be appointed by decree of the Minister of Petroleum. Two of them including the chair¬ 
man represent the Government and the third represents the company. The local 
manager of the company shall be a member of the committee unless the company 
appoints another one as committee member. 

The committee shall administer the company, manage its affairs and represent it before 
the courts. It shall also control and manage operations in the nationalized areas. 

The decisions of the committee shall be by majority of votes. Its decisions shall become 
valid as soon as they are issued. 


ARTICLE 8 

The mother company of Occidental Libya Inc. and its subsidiaries shall carry on the 
performance of service which they used to render to this company if requested by the 
management committee referred to in the preceding Article. 

Services in terms of the preceding Article shall mean technical, financial, economic, 
advisory or legal services, provision of experts or training and in general any other 
services related to the nationalized activity. 

ARTICLE 9 

The nationalized concession areas shall be invested through the National Oil 
Corporation in partnership with Occidental Libya Inc. The National Oil Corporation’s 
share shall be 51% and Occidental Libya Inc.’s share shall be 49%. 

Occidental Libya Inc. shall operate and manage the operations in nationalized areas on 
behalf of the two parties in the partnership provided operation is subject to the control 
of the management committee. The committee decisions in this respect shall be in accor¬ 
dance with the conditions prescribed in Article 7. 

The Minister of Petroleum may, within a period not exceeding one year from the date 
of coming into force of this law, issue a decree establishing a Libyan joint stock com¬ 
pany, its objective is not profit making, and its capital totally owned by the National 
Oil Corporation. This committee shall undertake the operation and management of 
operations of the nationalized areas on behalf of the two partners. 

ARTICLE 10 

The National Oil Corporation and Occidental Libya Inc. shall each in proportion to its 
share prescribed in the preceding Article pay the State Treasury through the Ministry of 
Petroleum all fees, rents, royalties, income taxes, surtaxes and supplemental payments 
due effective from the date of coming into force of this law in accordance with the 
Petroleum Law, the said two concession deeds, the amended supplemental and related 
agreements. 
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ARTICLE 11 


Effective from the date of coming into force of this law, the National Oil Corporation 
and Occidental Libya Inc. shall, in proportion to their shares referred to in Article 3, 
own an undivided indivisible share in the produced crude oil and other hydrocarbons. 

ARTICLE 12 

The officials and employees of Occidental Libya Inc. shall carry on their activities 
according to their current employment conditions and contracts. No one of them may 
leave the work or abstain from working until he is released by the management 
committee referred to in Article 7. 

ARTICLE 13 

Every contract disposition or decision taken in contradiction to the provisions of this 
Law shall be considered absolutely null and void. Banks, firms or individuals may not 
pay any amounts or settle any claims or entitlements on the company referred to in 
Article 1 except by approval of the management committee referred to in Article 7. 

ARTICLE 14 

Any one, who violates any provision of this Law, shall be imprisoned not exceeding two 
years and fined an amount not exceeding L. D. 500 or either penalty. Any one who 
violates the provisions of the preceding Article shall pay triple the amount whidi the 
State loses as a result of the violation. 

ARTICLE 15 

The Minister of Petroleum shall carry out this law which shall come into force at the 
date of its issue and shall be published in the Official Gazette. 

Revolutionary Command Council 

Major Abdul Salam Ahmed Jalloud 
Prime Minister 

Izzedine Mabrouk 
Minister of Petroleum 

Issued in Ragab 1393H 
corr. to August 1973 
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PARTICIPATION AGREEMENT 
Between 

THE GOVERNMENT OF THE LIBYAN ARAB REPUBLIC 

and the 

NATIONAL OIL CORPORATION 
and 

AMERADA PETROLEUM CORPORATION OF LIBYA 
CONTINENTAL OIL COMPANY OF LIBYA 
and 

MARATHON PETROLEUM LIBYA, LTD. 


This Agreement is concluded in Tripoli, Libyan Arab Republic on this day the 
12th Rajab, 1393 H.Y., correspnding to the 11th August, 1973, by and between: 

1. Government of the Libyan Arab Republic (to be hereinafter referred to as “The 
Government”) and the National Oil Corporation (hereinafter referred to as “The 
Corporation”)... as First Parties, representd by the Minister of Petroleum, by virtue 
of Law No. for the year 1973. 

2. (a) Amerada Petroleum Corporation of Libya (AMERADA), represented by its 

Director and Vice President, legally authorised, by virtue of the confirmed 
Power of Attorney. 

(b) Continental Oil Company of Libya (CONTINENTAL), represented by its 
President, by virtue of the confirmed Power of Attorney. 

(c) Marathon Petroleum Libya, Ltd. (MARATHON), represented by its Vice Presi¬ 
dent by virtue of the confirmed Power of Attorney. 

(Amerada, Continental, Marathon being together herein called "Second 
Parties”). 

3. Oasis Oil Company of Libya, Inc. (hereinafter called OASIS) represented by its 
Vice President, which joins in the execution of this Agreement to indicate its accep¬ 
tance as Operator. 


PREAMBLE 

Whereas the Government of the Libyan Arab Republic has expressed its intention to 

acquire a 51% participation interest in Concessions 25, 27, 28, 29, 31, 32, 33, 59 

and 71 in which the Second Parties own an undivided and indivisable interest, and 

Whereas the Second Parties have recognized the said participation, and 

Whereas the First Parties and Second Parties urged by the goodwill and confirmed 

desire to increase the mutual cooperation between them have concluded negotiations, 

and 

Whereas, in accordance with the provisions of Law No. 24 for the year 1970, the 
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“Corporation” shall acquire the ownership of all the Government’s participation rights 
relating to the existing concessions, and 

Whereas, in accordance with the provisions of Law No. for the year 1973, issued in 
the Libyan/Arab Republic on Rajab, 1393 H. Y., corresponding to August, 

1973 A.D., it has been agreed that the “Government” shall participate through the 
“Corporation” with the “Second Parties” in the said concessions under the terms and 
conditions as set forth in this Agreement, 

THE PARTIES HAVE AGREED AS FOLLOWS: 

ARTICLE 1 
Ownership of Assets 

A. With effect from 12th Rajab, 1393 H.Y., corresponding to the 11th August, 
1973 A.D,, being the Effective Date of this Agreement the Government shall own 
and receive an undivided and indivisible interest and share amounting to 51% of 
Second Parties interest in Concessions 25, 27, 28, 29, 31, 32, 33, 59 and 71 (“The 
Concessions”) and in the properties, righw, assets, activities and interests relating 
to such Concessions. 

In particular this shall include the wells equipment, machinery, storage tanks, plants, 
pipelines, terminals, loading facilities and other assets used in connection with 
petroleum operations under such Concessions so that the Corporation and Second 
Parties can participate in the exploration, development and operation of such Con¬ 
cessions. The foregoing does not include cash or amounts on deposit owned by or due 
to Second Parties as of the Effective Date or assets individually acquired by a 
Second Party for its own use rather than for joint operations. 

B. Second Parties shall assume all responsibilities in respect to all liabilities, debts and 
claims due from any person or any liability due to that person, as long as they are 
related to the activities of the Second Parties before the Effective Date of this 
Agreement. Under no circumstances whatsoever shall the Government be responsible 
for the reimbursement of sudi debts, liabilities or claims. 

C. All of the undivided 51% interest and share in the Concessions and the properties, 
rights, assets, activities and interests which pass from Second Parties to the Govern¬ 
ment in accordance with paragraph A above shall become the property of the 
Corporation. 

D. As from the Effective Date the Parties shall participate in petroleum operations 
relating to the areas covered by the Concessions (Concession Areas) in accordance 
with the provisions of this Agreement, the Petroleum Law and the Concessions. The 
Parties shall enjoy bear and otherwise participate in all rights, obligations and pay- 
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merits which relate to the Concessions and to operations undertaken with respect 
thereto in proportion to their respective undivided interests (sometimes referred to 
herein as participation shares) in the Concessions. 


ARTICLE 2 


Compensation 


A. As compensation for the interests in the Concessions and assets acquired by the 
Corporation, the Government shall pay each of the Second Parties the amounts set 
forth below: 


Company 

Amerada 

Continental 

Marathon 


Amount (Libyan Dinars) 

5443 Thousand Dinars 
10820 Thousand Dinars 
12579 Thousand Dinars 


The aforesaid amounts shall be paid to Second Parties without any deductions what¬ 
soever. 


B. Sudh amounts constitute provisional payment and are intended to represent the net 
asset value as recorded in the books of Second Parties on the date of this Agreement. 
Net asset value is defined as the total of joint accounts receivable, materials and 
supplies inventory, crude oil inventory in storage and system, prepaid and deferred 
charges, capitalized pre-£ffective Date costs less amortization to-date, physical 
assets less depreciation to-date and work-in-progress as shown by books and records. 
Net asset value will be subject to audit and upon completion of the audit if there has 
been any underpayment on behalf of the Libyan Government then it will 
immediately pay Second Parties the amounts of the underpayment. If the audit 
shows that there has been an overpayment, then Second Parties will immediately 
reimburse the Libyan Government. 

C. Payments of said amounts shall be paid in four installments in the following 
manner. The first installment in the amount of 10 million dinars shall be deducted 
by Second Parties from the first amounts due the Government for income tax, surtax, 
supplemental payment, royalty and rent obligations until such installment is 
discharged. The next 3 installments shall be discharged in equal principal amounts at 
6 months intervals after the first installment is discharged. The amounts due at such 
6 months intervals shall be credited by Second Parties against their respective income 
tax, surtax, supplemental payment, royalty, rent and crude oil purchase obligations 
next owing to First Parties. Each installment shall be distributed to Second Parties 
in the proportion that the total amount payable to each Second Party bears to the 
total amount payable to all such Parties. 
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D. First Parties agree not to reduce, take out, offset, deduct or otherwise impair 
Second Parties’ recovery of such installments. 

£. Taking into consideration the Petroleum Law and all Libyan tax laws. Second 
Parties shall not be required to pay any income tax or other tax, impost, charge, fee 
or duty in the Libyan Arab Republic on or with respect to this document, the trans¬ 
fer of the interest to the Corporation or the compensation accruing to Second Parties 
hereunder. 


ARTICLE 3 

Operation and Management 

A. Petroleum operations in the Concession Areas under this Agreement shall be con¬ 
ducted as a joint venture between the Corporation and Second Parties through the 
management and control of a Management Committee described in the next para¬ 
graph. The Corporation shall maintain 51% of the participation whilst the Second 
Parties shall maintain 49% thereof. 

B. The Management Committee shall be composed of three members. Two, including 
the Chairman, shall represent the Government whilst the third member shall repre¬ 
sent Second Parties. Each such Party is entitled to elect its members. They may also 
elect an alternate or replacement therefor at any time.The alternate may act for his 
member in the latter’s absence. The members representing the Government shall 
maintain 51% voting power, whilst the member representing Second Parties shall 
maintain 49% voting power. The members appointed by the Government shall each 
have a 25.5% vote. The member appointed by Second Parties may split his vote to 
reflect the desires of each of Second Parties. The Resolutions of the Management 
Committee shall be adopted by a simple majority vote representing 51%. 

The Committee shall settle all the important affairs relating to petroleum operations 
on the Concessions and in particular all the programs and budgets prepared by the 
Operator for the exploration, development and production operations. The resolu¬ 
tions of the Committee shall be considered as final and binding on both Parties 
except as provided in paragraph K below, and shall be executed by the Operator. 

C. Oasis shall conduct all operations on behalf of the Parties under the supervision 
and control of the Management Committee and shall in this respect be called the 
Operator. The Operator may not receive any additional expenses or profit in excess 
of the expenses incurred in respect to the operations to be carried out in compliance 
with this Agreement and which are charged by the Operator to the Joint Account. 

D. The Operator shall maintain the right to estimate the payments required for opera¬ 
tion every month and notify the Corporation and Second Parties thereof twenty 
days prior to the beginning of the month in which such payments become due. Each 
sudi Party undertakes to pay to the Operator the said payments in advance, in 
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proportion to its participation share, within fifteen days from the date of notifi¬ 
cation by the Operator. The Operator may at any time request the settlement of 
additional payments in advance under a five days notice whenever deemed 
necessary. Payments in advance shall be settled on the basis of the actual expendi¬ 
tures at the end of every month. The following monthly advance payments shall be 
settled in the same manner. 

The Operator shall mainuin the necessary books and accounts and shall enter into 
the Joint Account all the amounts incurred for the account of the Corporation and 
Second Parties. 

E. The settlement currency used in financing the joint operations shall be as follows: 

(a) The Libyan Dinar in respect to payments made in the Libyan currency. 

(b) The U.S. Dollar in respect to payments made in other currencies. 

As regards the Joint Account, it shall be maintained in the Libyan Dinar. 

F. All equipment, machinery, installations and other assets purchased or acquired after 
the Effective Date of this Agreement, and in accordance with its provisions and 
entered into the Joint Account shall become the property of the corporation and 
Second Parties each in proportion to its respective undivided interest and share. 

G. Oasis shall have a Board composed of three members, two including the Chairman, 
to represent the Government, the third member to represent the Second Parties. The 
Local Manager of Oasis shall be the representative of the Second Parties unless the 
Government is otherwise notified by the Second Parties. 

The Board shall be responsible for managing the conduct and settlement of the 
affairs of the Company regarding its operations in Libya. It shall represent the 
Company before other parties as well as before the law. The resolutions of the Board 
shall be adopted by Majority Vote, and shall be considered in force upon their issue. 
The Board may assign some of its duties to one of its members or any of the Com¬ 
pany’s officials. 

H. Whenever requested to do so by the Operator’s Board, the parent companies of 
Second Parties, their affiliates and the Operator shall continue to render the services 
they usually render to the Operator in return for customary compensation. 

The services referred to in the preceding paragraph shall include technical, financial, 
economic, advisory and legal services in addition to experience and training and 
other services relating to the operations and the management thereof. 

I. The Government may, on or after January 1, 1975, transform the Operator into a 
Libyan incorporated non-profit Company the capital of which to be wholly owned 
by the Corporation. Plans for such transformation shall be made as soon as 
practicable. The said company as Operator shall manage the operations in the 
Concession area owned by the Corporation and Second Parties, under the super¬ 
vision of the Management Committee provided for in Paragraph A and B above. 
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J. Operations and management thereof and the relevant accounting procedure shall be 
conducted in accordance with the provisions of the Petroleum Law, its applicable 
Regulations, the provisions of this Agreement and the practices currently applied by 
the Operator, unless otherwise agreed by the Corporation and Second Parties. 

K. Except with respect to the Exploration Program described in Article 4 below, if 
First Parties or any of Second Parties approves a program or a project to which one 
or more of Second Parties is opposed, the Party or Parties recommending sudi pro¬ 
gram or project can proceed with it at its sole risk and expense. In this event the 
Party or Parties undertaking such program or project will be entitled to all the 
benefits therefrom. The non-undertaking Party or Parties shall have no right to 
demand participation in such program or project thereafter. 

ARTICLE 4 

Exploration 

In an effort to substantially increase the petroleum reserves of the Libyan Arab Republic 
the Parties agree to a joint exploration program during a period from the Effective 
Date through December 31, 1975 as follows: 

1. To maintain a seismic program which over the above period will average 365 crew 
days per year. 

2. To maintain a drilling program whidi over the above period will average 1095 rig 
days per year. 

The foregoing program may be reduced or discontinued whenever the Management 
Committee determines that there does not remain in the Concession Areas either 
economically viable drilling prospects or areas which can justify such level of seismic 
activity or both. 

First Parties recognize that the foregoing program will require additional Oasis 
personnel and contractors and their personnel. First Parties agree to lend every assistance 
in this regard. 

The foregoing exploration program supersedes the exploration obligations of Second 
Parties under the March 1971 Tripoli Agreement. 

ARTICLE 5 
Sharing Burdens 


A. Costs, Risks and Expenses 

The Corporation and Second Parties shall each in proportion to their respective 
participation shares bear all costs, risks and expenses attributable to petroleum 
operations being conducted by Operator for the Parties. 
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B. Rents, Royalties and Taxes 

1. The Corporation and Second Parties shall each in proportion to their respective 
participation shares bear and pay all fees and rents and royalties on gas. 

2. The Corporation and Second Parties shall each in the proportions of their respec¬ 
tive takings of Crude Oil bear and pay all royalties on Crude Oil. For the pur¬ 
pose of this provision Crude Oil puchased by Second Parties from the Corpora¬ 
tion shall be considered as taken by the Corporation. 

3. The Corporation and each of Second Parties shall pay and be responsible only 
for the income and surtax in respect of its profits as provided in Article 14 of 
the Petroleum Law and Clause 8 of the Concession deeds and the agreements 
amending, complimenting and relating thereto, in particular the September 1970 
Agreement, the March 1971 Agreement, the May 1972 Agreement and the 
June 1, 1973 Agreement. For purposes of determining profits, gains if any, 
realized by the Corporation and Second Parties under the Gas Sales Agreement 
concluded between Second Parties and Esso Standard Libya, Inc. on January 7, 
1972 shall be included therein, but gains or losses on the resale of Crude Oil 
purchased by Second Parties from the Corporation shall be excluded therefrom. 
The Corporation adopts the January 7, 1972 Agreement as to its participating 
share. 

4. The Supplemental Payment due on eaA barrel of Crude Oil exported referred to 
in the September 1970 Agreement, the March 1971 Tripoli Agreement, Para¬ 
graph 2 (b) of the May 1972 Agreement and the June 1, 1973 Agreement, shall 
be 204.08 percent of the previous per barrel rate so that the Government's income 
remains unchanged. The Supplemental Payment will be due and payable only on 
the barrels of Crude Oil exported and owned by each of the Second Parties under 
their retained participation share, effective as from the Effective Date. 

ARTICLE 6 
Disposal of Production 

A. Each Party shall, except as hereinafter provided, have an Entitlement to Crude Oil 
hereunder, equal to its respective undivided interest. 

B. During each six month period the Operator shall determine the extent to which each 
Party has lifted Crude Oil and shall maintain an Overlift-Underlift account reflec¬ 
ting the extent to which any Party has failed to lift or has overlifted its Entitlement. 
During any six month period when a Second Party is purchasing Crude Oil from the 
Corporation under Anicle 7 hereof, the percentage of total Crude Oil to be pur¬ 
chased by such Second Party and the percentage of total Crude Oil such party is 
entitled to take on its own account shall be determined and the liftings of such 
Second Party during such 6 months period shall be apportioned between such Second 
Party’s own Crude Oil and its purchased Crude Oil in the ratio of such respective 
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percentages. For purposes of the Overlift-Underlift Account, Crude Oil taken by a 
party during the first 15 days of a six month period will be deemed to have been 
lifted during the preceding 6 month period to the extent necessary to prevent an 
underlift and Crude Oil taken during the last 15 days of a 6 month period shall be 
deemed to have been lifted during the succeeding 6 month period to the extent neces¬ 
sary to prevent an overlift. Any party who is an underlifter at the end of such 
6 month period shall have its Entitlement increased during the following 10 months 
by an amount equal to 10% of its underlift (provided that the underlift is 
not sooner discharged by an overlift in excess of its increased entitlement) but 
subject to the special limitation that the Entitlement of an Underlifter shall not be 
increased in any month by an amount in excess of 5% of total production and 
provided further that if this special limitation becomes applicable, the 10 month 
period for make-up shall be extended to permit make-up at the lesser rate. Each 
Party shall lift its Entitlement in eadi 6 month period in reasonably regular inter¬ 
vals over such 6 month period and for purposes of coordinating such liftings shall, 
until changed by vote of the parties, use the Shipping Coordinator now used by 
Second Parties, the expenses thereof being borne by the parties in proportion to 
their respective interests, 

C. Whatever the overlift and underlift provisions between the Corporation and Second 
Parties, the Government’s revenue from royalty, and income tax and surtax on 
account of Crude Oil produced and exported shall be the same as if there were a 
single party; provided however that for this pupose the Corporation will be 
considered as paying royalties and income tax and surtax at the same rates as 
Second Parties. 


ARTICLE 7 
Crude Oil Purdjase 

A. For the period from the Effective Date until April 1, 1974 Second Parties shall 
buy all of the Corporation’s entitlement of Crude Oil under this Agreement, each 
Second Party buying that portion thereof which its interest bears to the total interest 
of Second Parties. During such period, the price shall be $ 4.90 per barrel F.O.B. Es 
Sider based on 40.00® to 40.09® API gravity Crude Oil, decreasing by 0.15 Cents 
(U.S.) per barrel for each one tenth of a degree of API gravity below 40.09® and 
increasing by 0.20 cents (U.S.) per barrel for each one tenth of a degree of API 
gravity above 40.00® API gravity. The price per barrel for the Crude Oil of the 
gravity actually delivered, determined as above, shall increase or decrease, as the 
case may be, with the per barrel increases or decreases in payments to Government 
by way of royalty, income tax, surtax and Supplemental Payment paid by each 
Second Party under existing arrangements on the Crude Oil exported by it attri¬ 
butable to the retained interest of Second Parties; however, there shall be no increase 
in the $ 4.90 price specified above as a result of the initial increase in the 
Supplemental Payment which occurs on the Effective Date by reason of the provi- 
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sions set forth in paragraph 4 of Article 5. Increases and decreases in the Supple¬ 
mental Payment on each barrel subsequent to the Effective Date shall increase and 
decrease such price. 

B. Commencing April 1, 1974 Second Parties shall enjoy a preferential right to 
purchase the Corporation’s Crude Oil. Such right shall run for 5 consecutive 
6 months periods, eadi period commencing April 1 and October 1. Second Parties 
shall agree among themselves the basis upon which they shall enjoy such right. In 
order to implement this preferential right the following procedures shall apply. At 
least three months prior to each April 1 and October 1 the Corporation shall notify 
Second Parties of the price or prices at which it will sell its Crude Oil, F.O.B. Es 
Sider, during the 6 month period next commencing. The Corporation shall include 
all of its Crude Oil Entitlement in its notice hereunder unless a portion of said 
Entitlement is unavailable because it has been sold to a third party pursuant to the 
provisions set forth below in which case the notice to Second Parties shall specify 
the volumes which will become available for purchase at any time during the 
6 month period. Not later than 45 days prior to eadi April 1 and October 1, Second 
Parties shall notify the Corporation of the volumes of Crude Oil which Second 
Parties desire to purchase from the Corporation during the applicable 6 months 
period and the price or prices at which Second Parties desire to purchase such 
volumes. If the price specified by Second Parties is less than the price contained in 
the Corporation’s notice to Second Parties, then the Corporation and Second Parties 
will (during any time remaining in such 45 day period) try to reach a mutually 
satisfactory agreement on the price. If, as a result of the foregoing procedure. Second 
Parties purchase less than all of the Corporation’s Crude Oil, the Corporation shall 
be free to sell to third parties all of the Crude Oil not so contracted for by Second 
Parties at such price and for such terms as the Corporation elects, except that before 
making any such sale at a lesser price than the highest price offered by Second 
Parties (either initially or during negotiations) the Corporation shall offer to sell 
such Crude Oil to Second Parties at such highest price offered by Second Parties 
upon the same terms and conditions and for a like term, and Second Parties shall 
have ten days within which to elect to purchase such Crude Oil. The preferential 
right to purchase shall continue unaffected by any failure to exercise such right In 
whole or in part. 

C. Payment for Crude Oil purchased hereunder shall be made in U.S dollars (or 
discharged by application of the credits for compensation hereinbefore provided) 
within 90 days after the date of the bill of lading for each cargo. 

ARTICLE 8 

Settlement of Differences — Arbitration 

Any dispute or disagreement arising between the two Parties relating to this Agreement 

shall be settled in a friendly manner, otherwise it shall be referred to Arbitration, which 
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shall take place in the International Chamber of Commerce, Paris, and shall be subject 
to the rules of the said Chamber. 

The two Parties have agreed that the Arbitration Body shall be composed of three 
arbitrators. Each Party shall appoint its Arbitrator, whilst the International Chamber 
of Commerce, Paris, shall appoint the third arbitrator who will be the Chairman of the 
Arbitration Body, provided he is completely not related to either Party. 

ARTICLE 9 

Rights, Privileges and Immunities 

The rights, privileges and immunities provided for in the Petroleum Law, the Conces¬ 
sions and other agreements between the Government and Second Parties heretofore 
enjoyed by Second Parties shall continue in full force and effect unless amended by this 
Agreement, and the Corporation and Second Parties hereafter shall enjoy the same in 
proportion to their respective participation shares. 

ARTICLE 10 

The Effective Date of the Agreement 

This Agreement shall come into force as from the date of its conclusion on the 12th 
Rajab, 1393 H. Y., corresponding to the 11th August, 1973, and shall continue in force 
in respect to the areas covered by every Concession until the expiry date of the Con¬ 
cessions. 


LAW No. 66 of September 1973 

NATIONALIZING 51 PER CENT OF THE OPERATING PETROLEUM 

COMPANIES 


IN THE NAME OF THE PEOPLE 

The Revolutionary Command Council; 
having seen the 

— Constitutional Declaration No. 1 of 2 Shawal 1389 (11 December 1969); 

— Petroleum Law No. 25 of 1955 and the Laws amending it; 
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— Law No. 24 of 1970 in Connection with the National Petroleum Corporation and 
the Laws amending it; 

— the Commercial Law; 

— Law No. 65 of 1970 Determining Certain Provisions in Connection with Merchants, 
Commercial Companies and Supervising them; 

— Law No. 44 of 1973 Nationalizing 51 per cent of Occidental of Libya, Inc.; 

— Law No. 51 of 1973 Approving of a Participation Contract between the Libyan 
Government and Amerada Petroleum Corporation of Libya, Continental Oil 
Company of Libya and Marathon Petroleum Libya, Ltd; 

— Agreement made between the Government and these Companies and signed on 
12 Rajab 1393 (11 August 1973); and 

— Petroleum Concession Deeds Nos. 3, 4, 5, 6, 7, 9, 10, 11, 12, 13, 14, 15, 16, 17, 20, 
25, 27, 28, 29, 31, 32, 33, 42, 43, 44, 45, 46, 47, 50, 51, 57, 59, 62, 71, 72, 73, 83, 119, 
120, 124, 125, 126, 131, 132, and 133 and the Agreements Amending and 
Complementing them and the Agreements whidi are in connection with them; 

and acting upon what the Prime Minister submitted and acting upon the approval of 

the Council of Ministers; 

has issued the following Law; — 


ARTICLE 1 

The ownership of 51 per cent of all property, rights, assets, portions, shares, activities 
and interests in any form, owned by the following petroleum companies as regards 
petroleum Concession Deeds which are shown beside the name of each Company, shall 
be nationalized and shall be transferred to the State. 

1. Esso Standard Libya Inc. Concession Deeds Nos. 3, 4, 5, 6, and 7. 

2. Libyan American Oil Company, Grace Petroleum Corporation and Esso Sirte Inc., 
Concession Deeds Nos. 16, 17 and 20. 

3. Shell Company for Exploration and Production Mtchapig — Libya N. V., Con¬ 
cession Deeds Nos. 25, 27, 28, 29, 31, 32, 33, 59 and 71. 

4. Mobil Oil Libya Limited and Gelsenberg Libya, Concession Deeds Nos. 9, 10, 11, 13, 
12, 14, 15, 50, 57, 62, 72, 124, 125 and 126. 

5. Texaco Overseas Petroleum Company and California Asiatic Oil Company, Con¬ 
cession Deeds Nos. 42, 43, 44, 45, 46, 47, 51, 73, 119, 120, 131, 132, 133 and 83. 

This includes particularly the installations and facilities for exploration and drilling 
and for recovering crude petroleum, natural gas and their products, for transport, for 
use, for seperation, for storage and for exp>ort, including wells, unitized fields, pipelines, 
storage tanks, pip>es, terminals and other assets and rights. The nationalized property 
and rights do not include the Factory for Liquefying Natural Gas and Products of 
Natural Gas, which is owned by Esso Standard Libya Inc. This Factory shall remain 
as it was before the execution of the provisions of this Law. 

The Companies whose rights have been nationalized and which are referred to in this 
Article, shall be solely responsible for all obligations, debts and claims from any person 
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or obligation to sudi a person if this was in connection with the activities of these 
Companies before the execution of the provisions of this Law. The Government shall 
not be responsible at all for such debts, obligations or claims. 

ARTICLE 2 

The State shall compensate people concerned for the property rights and assets that 
have reverted to it under Article 1. Such compensation shall be assessed by a 
committee or committees which shall be formed by a decision from the Minister of 
Petroleum, in the following manner:— 

(a) One of the Advisers of the Courts of Appeal, being Chairman. He shall be 
be nominated by the Minister of Justice. 

(b) A representative of the National Petroleum Corporation, being a member. He 
shall be nominated by the Minister of Petroleum. 

(c) A representative of the Ministry of Treasury, being a member. He shall be 
nominated by the Minister of Treasury. 

In carring out its task, the committee may seek the assistance of any employee or others 
whose assistance it considers necessary. 

ARTICLE 3 

By a decision from the Minister of Petroleum a committee or committees shall be formed 
for receiving and inventorying the property and assets of the nationalized Companies. 
The decisions of such a committee or committees shall be approved by a decision 
from the Chairman of the Board of Directors and General Manager of the National 
Petroleum Corporation. 


ARTICLE 4 

The local Manager of each of the above Companies shall prepare a declaration showing 
the financial standing as at the end of the day preceding the date of the execution of 
this Law, according to what ist shown on the Company's books. Then he shall 
forward the declaration to Companies Accounts Department, Ministry of Petroleum, 
for audit. To carry out its duties, the Companies Accounts Department may request 
the Company to forward any explanations or documents, and shall submit the decla¬ 
ration to the Minister of Petroleum, together with its comments. 

ARTICLE 5 

Any deed, engagement or legal connection in whatever form, which affects the value of 
the nationalized property and rights or whose continuity affects the positions suiting the 
operation or investment, may be cancelled by a decision from the Minister of Petroleum. 
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ARTICLE 6 

All property, rights and assets of the Companies, the ownership of which has reverted 
to the State in accordance with the provisions of Article 1, shall be transferred to the 
National Petroleum Corporation. 


ARTICLE 7 

The nationalized concession areas shall be invested through the National Petroleum 
Corporation in association with the Companies referred to in Article 1. The Corpo¬ 
ration’s share in the participation shall be 51 per cent, and the share of these Companies 
in the participation shall be 49 per cent. 

The operation shall be made through the operating company which was actually 
operating before the execution of the provisions of this Law. A committee for the 
management of the operating company shall be appointed by a decision from the 
Minister of Petroleum. The committee shall consist of three members two of whom 
shall represent the Government, and the other member shall represent the nationalized 
Companies. One of the two members shall be the chairman of the committee. 

The local manager of the operating company shall be considered to be a member of the 
committee unless these Companies appoint somebody else to be a member of the 
committee. 

The duties of the aforesaid committee shall be as follows: Managing the company, 
handling the affairs of the company, 

representing the company in its relations with others and before law-courts, 

controlling the operation, and 

conducting the operations in the nationalized areas. 

The decisions of the committee shall be issued by the majority of its members and shall 
be considered to be in force as soon as they are issued. These committees shall 
be as follows:— 

1. Management committee for Esso Standard Libya Inc. in its capacity as the company 
actually operating on its behalf and on behalf of Esso Sirte Inc., Grace Petroleum 
Corporation and Libyan American Oil Company. 

2. Management committee for Mobil Oil Libya Limited in its capacity as the company 
actually operating on its behalf and on behalf of Gelsenberg Libya. 

ARTICLE 8 

American Overseas Petroleum Limited shall continue practising its present activities as a 
company operating on behalf of Texaco Overseas Petroleum Company and California 
Asiatic Oil Company and on behalf of National Petroleum Corporation in view of the 
fact that the Corporation owns a share of 51 per cent in the rights and interests of the 
two Companies referred to above, in accordance with the provisions of this Law. 
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The operating company shall have a board of directors which shall be formed by a 
decision from the Minister of Petroleum. The board of directors shall consist of 
three members two of whom shall represent the Government. One of these two 
members shall be the diairman and general manager. The third member shall represent 
the two Companies referred to above. The local manager of the operating company 
shall be considered to be a member on the committee unless the two Companies appoint 
somebody else. 

The duties of the board of directors shall be as follows: Managing the Company, 
handling the affairs of the Company as regards the Company’s activities in the 
Libyan Arab Republic, and 

representing the Company in its relations, with others and before law-courts. 

The decisions of the board of directors shall be issued by the majority of its members 
and shall be considered to be in force as soon as they are issued. The Board of 
Directors may authorize one of its members or one of the Company’s employees to carry 
out some of its duties. 

The operation shall be subject to the controlment by a management committee which 
shall be formed and which shall issue its decisions in accordance with the poations 
provided for in the preceding Article. 

The Minister of Petroleum may convert this Company on 1st January 1975 into a 
Libyan limited company whidi shall not seek profit and whose whole capital shall be 
owned by the National Petroleum Corporation and which shall operate and condua the 
operations in the nationalized areas on behalf of the National Petroleum Corporation 
and the other two Companies referred to in this Article. 

ARTICLE 9 

Shell Company for Exploration and Production Mtchapig — Libya N.V. shall be 
considered to be a party joining, by the force of this Law, the members of the second 
party in the Participation Agreement between the Libyan Government and Amerada 
Petroleum Corp. of Libya, Continental Oil Company of Libya and Marathon 
Petroleum Libya, Ltd., which are referred to above. Shell Company shall be bound 
to fulfil all obligations towards the Libyan Government and the National Petroleum 
Corporation as provided for regarding the members of the second party in this Agree¬ 
ment. 


ARTICLE 10 

Parent companies of the Companies referred to in Articles 1, 7, 8 and 9 and companies 
belonging to them shall continue rendering the services which they used to render to the 
operating companies provided for in the Articles referred to above, whenever they are 
requested to do so by the committee or the board of directors, which are provided for in 
these Articles. 
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The services provided for in the preceding paragraph are technical, financial, economic, 
consultative or legal services or they are services for providing experience or training, 
or, in general, any other services relating to the nationalized activities. 

ARTICLE 11 

The National Petroleum Corporation and the Companies referred to in Article 1 each 
shall pay the General Treasury of the State through the Ministry of Petroleum, in pro¬ 
portion to the percentage of its participation as provided for in Articles 1 and 7 all 
duties, rents, royalties, income taxes and surtaxes which are due as from the effective 
date of this Law in accordance with the provisions of Petroleum Law, Concession Deeds 
referred to above, and the Agreements amending and complementing them or relating to 
them. 

These Companies shall continue paying the supplemental payment which is referred to 
in the Agreements of September 1970, March 1971, May 1972 and June 1973 for 
Amending Concession Deeds, and whidi is due on each barrel of crude oil exported and 
owned by these Companies in accordance with their remaining share in the 
participation, provided that this supplemental payment shall be 204.08 per cent of the 
same percentage determined at present for each barrel so that the Government’s income 
from this supplemental payment shall remain stable and shall not be affected because of 
the execution of the provisions of this Law. 

ARTICLE 12 

As from the effective date of this Law, the National Petroleum Corporation and the 
Companies referred to in Article 1 shall own in proportion to their share referred to in 
this Article an undivided interest in the crude oil produced and in other hydrocarbons, 
and shall have the right to dispose of their share in the manner they like. These 
Companies shall continue lifting and exporting the Corporation’s share for one month 
as from the date of the execution of this Law, at the desire of the Corporation. 
During that month, both parties shall agree with each other on the arrangements for 
lifting the Corporation’s share or a part of it, including the prices and the quantities 
which are lifted and the prices of the quantities which were lifted during the month 
referred to above. If no agreement is reached during such a period, the reconciliation of 
the shipments which were lifted by the Companies from the Corporation’s share shall be 
made on the basis of compensating the Corporation for the shipments which were 
exported by the Companies, by giving the Corporation monthly additional shipments of 
not less than 10 per cent of the shipments which were not lifted by the Corporation, 
until the Corporation takes its share. 


ARTICLE 13 

The staff and workers of the Companies referred to in Articles 1, 7 and 8 shall continue 
working in accordance with their situations and employment contracts. None of 
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them may leave his work or refrain from doing his work unless he is relieved of it by a 
decision from the management committee or board of directors, which are provided for 
in the Articles referred to above. 


ARTICLE 14 

Any contract, act or decision that is made not in accordance with the provisions of this 
Law shall be considered to be entirely null and void. Banks, organizations and 
individuals are prohibited from paying any amounts or meeting any claims or entitle¬ 
ments that are due from people concerned as referred to in this Law, unless the 
approval of the management committee or of the borad of directors, which are provided 
for in Articles 7 and 8 of this Law, is obtained. 

ARTICLE 15 

Anyone who contravenes any provision of this Law shall be punished with 
imprisonment for a period not exceeding two years and with a fine not exceeding five 
hundred dinars or with one of these two punishments. 

Anyone who contravenes the provisions of the preceding Article shall be sentenced to 
the payment of three times the amounts lost by the State because of the contravention. 

ARTICLE 16 

This Law shall be executed and enforced by the Minister of Petroleum as from the date 
of its issue and shall be published in the Official Gazette. 

Revolutionary Command Council 

Abdussalam Ahmad Jalloud, Major 
Prime Minister 

Izziddin el-Mabrouk 
Minister of Petroleum 
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Nigeria 


DECREE No. 25 
ESTABLISHING 

THE PETROLEUM TECHNOLOGY DEVELOPMENT FUND 


This Decree establishes the Petroleum Technology Development Fund for the purposes 
of the administration and regulation of all contributions made by oil prospecting and 
mining licensees as provided under their various licences and under our laws, and as 
they may freely donate, including the balance of all monetary assets in the Gulf Oil 
Company Training Fund for the purposes of training and education of Nigerians in the 
petroleum industry. It repeals the Gulf Oil Company Training Fund (Administration) 
Act 1964. 

THE FEDERAL MILITARY GOVERNMENT hereby decrees as follows:— 

1. There is hereby established a fund to be known as the Petroleum Technology 
Development Fund (in this Decree hereafter referred to as “the fund”) into which 
shall be paid moneys comprising the following, that is to say— 

(a) the balance of monetary assets outstanding in the accounts of the Gulf Oil 
Company Training Fund at the commencement of this Decree; 

(b) all further sums payable to or received by the Federal Commissioner for 
Mines and Power in terms of any agreement made by the Government and any 
company in relation to petroleum oil prospecting or mining concessions; and 

(c) any other sums from time to time freely donated or accruing to the Government 
or the fund for the training and education of Nigerians in the petroleum 
industry as the said Commissioner may direct; 

and moneys in the said fund together with interest (if any) payable in respect 
thereof shall be applied for the purpose specified in section 2 below. 
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2. The fund shall be available for the purposes of training Nigerians to qualify as 
graduates, professionals, technicians and craftsmen, in the fields of engineering, 
geology, science and management in the petroleum industry in Nigeria or abroad; 
and in particular; and without prejudice to the generality of the foregoing, the 
fund shall be utilised as follpws:— 

(a) to provide scholarships and bursaries, wholly or partially in universities, colleges, 
institutions, and in petroleum undertakings in Nigeria or abroad; 

(b) to maintain, supplement, or subsidise such training or education as mentioned 
above; 

(c) to make suitable endowments to faculties in Nigerian universities, colleges, or 
institutions approved by the Commissioner in Nigeria; 

(d) to make available suitable books and training equipment in the institutions 
aforesaid; 

(e) for sponsoring regular or as necessary visits to oilfields, refineries, petrochemical 
plants, and for arranging any necessary attachments of personnel to establish¬ 
ments connected with the development of the petroleum industry; and 

(f) for financing of and participation in seminars and conferences which are 
connected with the petroleum industry in Nigeria or abroad. 

3. Disbursements from the fund shall be applied in accordance with rules made under 
section 23 of the Finance (Control and Management) Act 1958. 

4. For item 12 of Part II of the First Schedule to the Finance (Control and 
Management) A« 1958 there shall be substituted the following— 

“(12) The Petroleum Development Fund: The fund established by the Petroleum 
Technology Development Fund Decree 1973, for the purposes specified in section 2 
of that Decree.” 

5. (1) This Decree may be cited as the Petroleums Technology Development Fund 

Decree 1973. 

(2) In this Decree, “the Government” means the Government of the Federation. 

(3) The Gulf Oil Company Training Fund (Administration) Act 1964 is hereby 
repealed. 

Made at Lagos this 4th day of June 1973. 

General Y. Gowon 

Head of the Federal Military Government 
Commander-in-Chief 

of the Armed Forces, Federal Republic of Nigeria 
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Qatar 


AGREEMENT 

Between 

THE GOVERNMENT OF QATAR AND A CONSORTIUM 
CONCERNING AREAS ONE AND TWO 


This Agreement made in Doha, Qatar, this day of 18th Jamada A1 Awal 1393 Hijra 
corresponding to this day of 18th June 1973, by and between the Government of Qatar 
(hereinafter called the "Government”) on the one part and WINTERSHALL AKTIEN- 
GESELLSCHAFT, a corporation organized and existing under the law of the Federal 
Republic of Germany, with its principal place of business in Kassel, West Germany, 
KOCH QATAR INC., a corporation organized and existing under the law of Kansas, 
United States of America, with its principal place of business in Wichita, Kansas, 
United States, VEBA-CHEMIE AKTIENGESELLSCHAFT, a corporation organized 
and existing under the law of the Federal Republic of Germany, with its principal place 
of business in Gelsenkirchen, West Germany, DEUTSCHE SCHACHTBAU- UND 
TIEFBOHRGESELLSCHAFT MIT BESCHRANKTER HAFTUNG, a Corporation 
organized and existing under the law of the Federal Republic of Germany, with its 
principal place of business in Lingen, West Germany, UNITED MINDAMAR METALS 
LTD., a corporation organized and existing under the law of Ontario, Canada, with its 
principal place of business in Toronto, Canada, GULFSTREAM RESOURCES 
MANAGEMENT S. A. a corporation organized and existing under the law of Panama, 
with offices in Geneva, Switzerland, parties of the second part with regard to Conces¬ 
sion Area Two and between the Government on the one part and Koch Qatar Inc., party 
of the second part in Option Area, Concession Area One. 

For the purpose of this Agreement the two Areas shall be treated separately, whereby 
the respective Parties of the second part shall each be liable for its performance to the 
Government for its respective area. 

WHEREBY it is agreed between the Government and the Company as follows: 
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ATRICLE 1 
Definitions 

Wherever the word “Agreement” appears in this document it shall mean this agreement. 

In this Agreement, unless specifically defined otherwise or the context otherwise 

requires; 

A. "Concession Area" means the onshore and offshore areas called One and Two 
generally shown on the map attached hereto as Exhibit “A” and more precisely 
defined by the document attached hereto as Exhibit “B”, all made an integral 
part hereof, whereof "Concession Area I" shall mean the onshore area (Area One) 
and shall constitute a separate “Concession Area” after the Company has exercised 
the option granted to it under Article II para B hereunder, and "Concession 
Area II" shall mean the offshore area (Area Two). 

B. "Option Area" means before exercising the option the onshore area called Area 
One generally shown on the map attached hereto as Exhibit “A” and more 
precisely defined by the document attached hereto Exhibit “B” all made an 
integral part hereof. 

C. "Company" means with regard to Concession Area II all parties of the second part 
related to that area, and with regard to the option, the Option Area, Concession 
Area I Koch Qatar Inc., and their respective successors and assigns. 

D. "Qatar Income Tax Law" means the Qatar Income Tax Decree of 1954 as amended 
by Qatar Income Tax Amendment Decree of 1955 and further amended by 
Decree No. (15) of 1964 and further amended by laws No. 20 and 21 of 1970. 

E. "Petroleum" means crude oil, natural gas, or ozokerite and all other hydrocarbon 
substances, products, by-products and derivatives. 

F. "Crude Oil” means crude petroleum, asphalt and all liquid hydrocarbons in their 
natural state or obtained from natural gas by condensation or extraction. 

G. "Natural Gas” means wet gas, dry gas, all other gaseous hydrocarbons produced 
from oil or gas wells and residue gas remaining after the extraction of liquid 
hydrocarbons from wet gas. 

H. "Effective Date” shall mean the date upon which all panics to this Agreement 
affixed their signatures hereto. 

I. "Option Date” shall mean the date when the Company exercises the Option and 
the Option Area is transformed into Concession Area I. 
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J. “Option Period” means the period of a maximum of two years starting with the 
Effective Date. 

K. “Barrel” means a barrel of forty-two (42) standard United States gallons at sixty 
degrees Fahrenheit (60® F). 

L. Oil shall have been discovered in “Commercial Quantities” when a well or wells 
within the Concession Area has or have been completed and tested in accordance 
with good oilfield practices and found capable of producing ten thousand (10,000) 
barrels per day of Crude Oil for a period of thirty (30) consecutive days. 

M. “Posted Price” means the f.o.b. price published for each grade, gravity and quality 
of Crude Oil offered for sale to buyers generally for export at the relevant point 
of export in Qatar, which price shall be a price mutually agreed upon by the two 
parties and established with regard to any posted prices for Crude Oil of 
comparable grade, gravity and quality in Qatar and other areas of the Arabian 
Gulf and having regard to geographical location. 

In calculating Posted Prices for the purposes of this Agreement, prices quoted in 
currencies other than the currencies of payment of any sums due to the Government 
shall be convened into the currency of payment by using the International Mone¬ 
tary Fund rate and if the International Monetary Fund is discontinued then on the 
basis of Commercial Rate of Exchange as defined in “Q” below. 

N. “Export Commencement Date” means the date on which the Company commences 
regular export of Crude Oil. 

O. “Year” means the period of time commencing with a specific day in any year of the 
Gregorian Calender and terminating with the preceding day in the next succeeding 
year. 


P. “Calendar Year” means the period commencing January the first and ending 
December the thirty-first of the same year. All dates herein shall be fixed and all 
periods of time computed in accordance with the Gregorian Calender. 

Q. “Commercial Rate of Exchange” means 

(a) Whenever the two currencies concerned are both other than the local currency, 
in respect of any month the arithmetic average as certified by the National 
Westminster Bank (or other Bank mutually agreed by the parties concerned) 
of the means of the buying and selling rates in respects of telegraphic trans¬ 
fers for the currencies in question quoted by the Bank at 10:30 a.m. G.M.T. on 
those days in such month on which the London foreign exchange market is 
open. 
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(b) Whenever the two currencies concerned include the local currency, in respect 
of any month the weighted average monthly rate of exchange at which such 
currency was purchased by the Company during that month. 

ARTICLE 2 
Grant 

The Government hereby grants to the Company on the terms hereinafter set forth: 

A. The exclusive right within the Concession Area II to explore, search for, drill 
for and to produce Petroleum. 

B. The exclusive right during the Option Period to carry out within the Option 
Area geological reconnaissance work, photogeology and geophysics (including 
seismic work). 

C. The exclusive option, to be exercised within the Option Period by written notice to 
the Government to acquire also the exclusive right within Concession Area I to 
explore, search for, drill for and to produce Petroleum. 

D. The right to store, transport, sell for use in Qaur or for export and to export or 
otherwise to deal with or dispose of any and all Petroleum except as provided for in 
Article XIII. 

The above rights include all functions normally associated with the above operations. 

ARTICLE 3 
Term 

The term of this Agreement shall be a period of thirty (30) years, from the Effective 

Date of this Agreement. However, on the request of the Company the Government may, 

at its sole discretion, extend the term of this Agreement for ten (10) years thereafter on 

terms then to be negotiated. 


ARTICLE 4 
Reservation 

The Government reserves the right to search for and obtain any substances other than 
those exclusively granted by this Agreement to the Company, within the Concession 
Area, excepting only those areas occupied by wells or other necessary installations of 
the Company, provided always that the right thus preserved by the Government shall 
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be exercised in such a way as not to endanger or interfere with the operations and rights 
of the Company hereunder. In any grant of such rights so reserved by the Government, 
the grantee shall be bound by the provisions of this Article. 

ARTICLE 5 
Work Obligations 

A. In Concession Area II the Company shall commence to explore for Petroleum 
within six (6) months of the Effective Date and shall within fifteen (15) months after 
the Effective Date complete initial geophysical operations for the purpose of 
assessing the prospects of the area for the production of Petroleum. 

B. In Concession Area II the Company shall within eighteen (18) months from the 
Effective Date report to the Government the location of the first exploratory well 
to be drilled, provided that the Company shall commence drilling the first 
exploratory well within twenty-four months from the Effective Date. 

C. If the option is exercised the Company shall commence to explore for Petroleum 
in Concession Area I immediately after the Option Date and shall report within 
6 months from the Option Date to the Government the Location of the first 
exploratory well to be drilled in Concession Area I and the Company shall 
commence drilling in Concession Area I within 12 months from the Option Date, 
provided, however, that all such dates shall not be earlier than these mentioned 
in paragraph B above for Concession Area 11. 

D. Having commenced drilling an exploratory well or wells the Company shall 
proceed with utmost diligence in accordance with good oilfield practices to 
completion thereof and to completion of any other exploratory well or wells they 
may at any time thereafter drill in the Concession Area; provided also that within 
eight (8) years from the Effective Date the aggregate depth of such well or wells 
shall in no event be lesse than forty thousand (40,000) feet in Concession Area II 
(hereinafter referred to as “minimum depth requirement”). If the option is exercised, 
the minimum depth requirement for Concession Area I shall in no event be less than 
forty thousand (40,000) feet. At least one exploratory well offshore shall go three- 
hundred (300) feet into the Khuff Formation and, if the option is exercised, at least 
one onshore well shall go three hundred (300) feet into the Khuff-Formation. 

E. The Company undertakes to spend in Concession Area II on prospecting, explora¬ 
tion, drilling or development operations even though Petroleum may have been 
discovered in Commercial Quantities at least eighteen million U.S. Dollars 
(18,000,000) during the eight (8) years from the Effective Date as shown hereunder: 

1. In the first year after Effective Date One million U. S. dollars ($ 1,000,000). 
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2. In the second year after Effective Date One and a half million U.S. dollars 
(J 1,500,000). 

3. In the third year after Effective Date One and a half million U.S. dollars 
(I 1,500,000). 

4. In the fourth year after Effective Date Two million U.S. dollars (J 2,000,000). 

5. In the fifth year after Effective Date Two and three quarter million U.S. dollars 
($ 2,750,000). 

6. In the sixth year after Effective Date three million U.S. dollars ($ 3,000,000). 

7. In the seventh year after Effective Date three million U.S. dollars ($ 3,000,000). 

8. In the eighth year after Effective Date three and a quarter million U.S. dollars 
($ 3,250,000). 


F. The Company undertakes during the Option Period to carry out on the Option Area 
seismic work of not less tham one thousand (1,000) line kilometers according to good 
oilfield practice. In the event that the Company does not complete one thousand 
(1,000) line kilometers of seismic it shall pay to the Government a sum computed by 
multiplying the line kilometers not completed by one thousand five hundred 
U.S. dollars (| 1,500) per line kilometer. 


G. If the option is exercised the Company undertakes to spend in Concession Area 

I on prospecting, exploration, drilling or development operations even though 

Petroleum may have been discovered in Commercial Quantities, at least eighteen 

million U.S. dollars (1 18,000,000) during the eight (8) years from the Effective Date 

as shown hereunder: 

1. In the first year after the Effictive Date One million U.S. dollars 

($ 1 , 000 , 000 ). 

2. In the second year after the Effective Date One and a half million U.S. dollars 
($ 1,500,000). 

3. In the third year after the Effective Date One and a half million U.S. dollars 
($ 1,500,000). 

4. In the fourth year after the Effective Date Two million U.S. dollars 

($ 2 , 000 , 000 ). 

5. In the fifth year after the Effective Date Two and three quarter million 
U.S. dollars ($ 2,750,000). 

6. In the sixth year after the Effective Date Three million U.S. dollars 

($ 3,000,000). 

7. In the seventh year after the Effective Date Three million U.S. dollars 

($ 3,000,000). 

8. In the eighth year after the Effective Date Three and a quarter million 
U.S. dollars ($ 3,250,000). 
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If the option is exercised all expenditure incurred for geological reconnaissance work 
and geophysics (including seismic) in accordance with Article II, B shall be credited 
against expenditure obligation for Concession Area I, as set out in paragraph G of 
this Article. 

H. If the expenditure incurred for each Concession Area in any year shall be less than 
the amounts specified above for sudi year, the Company shall be obliged to expend 
the deficiency of such expenditure during the next succeeding year or years, in 
addition to the amount specified for that year or years. In the event that the 
expenditure in any year shall be greater than that required for such year, such excess 
shall be credited against expenditure obligations for any succeeding year or years. 

I. 1. As to Concession Area II, this agreement shall not be terminated by the Company 

at any time within four years from the Effective Date. If the Company should 
terminate this Agreement or relinquishes the total Concession Area II before the 
end of the fourth year, it shall pay to the Government any amount not spent for 
the purpose set out in paragraph E of this Article for the said four (4) years 
period. If the Concession for Concession Area II enters its fifth year then this 
Agreement shall be performed in its entirety. If the Company terminates this 
Agreement or relinquishes the total area after the fifth year it shall pay to the 
Government any amount not spent for the purpose set out in paragraph E of this 
Article. 

2. If the Option has been exercised as to Concession Area I this Agreement shall not 
be terminated by the Company at any time within four years from the Effective 
Date or two years from the commencement of drilling whichever is later. If the 
Company should terminate this Agreement or relinquishes the total Concession 
Area I before such time it shall pay to the Government any amount not spent for 
the purpose set out in paragraph G of this Article for the first four year period. 
If the Concession for Concession Area I is extended beyond such time then this 
Agreement shall be performed in its entirety. If the Company terminates this 
Agreement or relinquishes the total Concession Area I after such time it shall pay 
to the Government any amount not spent for the purpose set out in paragraph G 
of this Article. 


ARTICLE 6 

Development and Production 

After discovery of Crude Oil in Commercial Quantities in the Concession Area, the 
Company shall in accordance with good oilfield practices proceed to develop all 
productive structures, to install the facilities which are necessary to production, storage 
and transportation, and to produce Crude Oil therefrom in reasonably substantial 
quantities having regard to the world demand for Crude Oil and the economic 
exploitation of the Petroleum in the Concession Area. 
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ARTICLE 7 
Other Materials 

If the Company shall discover -in the course of their operations any deposits of minerals 
other than Petroleum sudi as gold, silver, copper, lead, potash, sulphur, salt, etc. the 
Company shall not work or appropriate the same but shall forthwith inform the 
Government of sudi discovery. 


ARTICLE 8 

Diligent and Workmanlike Operations 

The Company shall conduct its operations in the Concession Area with utmost diligence 
and in a workmanlike manner and in accordance with accepted methods and standards 
of the petroleum industry. The Company shall take whatever practical measures are 
necessary to prevent any injurious excess of water and damage of any kind to any 
petroleum bearing formations which may be encountered while drilling operations are in 
progress or upon abandonment of any well. The Company shall take all necessary 
precautions against fire and unwarranted wasting of Crude Oil or Natural Gas. 

ARTICLE 9 
Bonus Payments 

1. With regard to Concession Area II the Company shall pay to the Government a 
non-returnable in any way whatsoever total bonus of twenty-five and one half mil¬ 
lion U.S. dollars (f 25,500,000) in the manner and subject to the conditions herein¬ 
after specified: 

A. One million U.S. dollars ($ 1,000,000) upon signature of this Agreement. 

B. Three million U.S. dollars (J 3,000,000) within thirty days from the date of 
discovery of Crude Oil in Commercial Quantities. 

C. Three million U.S. Dollars (J 3,000,000) within thirty days from the date on 
which regular exports of Crude Oil shall have first reached and maintained an 
average daily rate of seventy-five thousand (75,000) barrels for thirty (30) 
consecutive days. 

D. Three and one half million U.S. dollars (| 3,500,000) within thirty (30) days 
from the date on which regular exports of Crude Oil shall have first reached and 
maintained an average daily rate of one hundred thousand (100,000) barrels for 
thirty (30) consecutive days. 
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E. Five million U.S. dollars (? 5,000,000) within thirty (30) days from the date on 
which regular exports of Crude Oil shall have first reached and maintained an 
average daily rate of two hundred thousand (200,000) barrels for thirty (30) 
consecutive days. 

F. Five million U.S. dollars (J 5,000,000) within thirty (30) days from the date on 
which regular exports of Crude Oil shall have first reached and maintained an 
average daily rate of two hundred and fifty thousand (250.000) barrels for 
thirty (30) consecutive days. 

G. Five million U.S. dollars ($ 5,000,000) within thirty (30) days from the date on 
which regular exports of Crude Oil shall have first reached and maintained an 
average daily rate of three hundred thousand (300,000) barrels for thirty (30) 
consecutive days. 

2. With regard to Concession Area I the Company shall pay to the Government a non- 

returnable in any way whatsoever total bonus of twenty-five and one half million 

U.S. dollars (J 25,500,000) in the manner and subject to the conditions hereinafter 

specified: 

A. One million U.S. dollars ($ 1,000,000) payable within sixty (60) days after 
exercising the option. 

B. Three million U.S. dollars ($ 3,000,000) within thirty (30) days from the date of 
discovery of Crude Oil in Commercial Quantities. 

C. Three million U.S. dollars (J 3,000,000) within thirty (30) days from the date on 
which regular exports of Crude Oil shall have first reached and maintained an 
average daily rate of seventy-five thousand (75,000) barrels for thirty (30) 
consecutive days. 

D. Three and one half million U.S. dollars ($ 3,500,000) within thirty (30) days 
from the date on which regular exports of Crude Oil shall have first reached and 
maintained an average daily rate of one hundred thousand (100,000) barrels for 
thirty (30) consecutive days. 

E. Five million U.S. dollars (J 5,000,000) within thirty (30) days from the date on 
which regular exports of Crude Oil shall have first reached and maintained an 
average daily rate of two hundred thousand (200,000) barrels for thirty (30) 
consecutive days. 

F. Five million U.S. dollars ($ 5,000,000) within thirty (30) days from the date on 
which regular exports of Crude oil shall have first reached and maintained an 
average daily rate of two hundred and fifty thousand (250,000) barrels for 
thirty (30) consecutive days. 

G. Five million U.S. dollars ($ 5,000,000) within thirty (30) days from the date on 
which regular exports of Crude Oil shall have first reached and maintained an 
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average daily rate of three hundred thousand (300,000) barrels for thirty (30) 
consecutive days. 


ARTICLE 10 
Annual Rentals 

The Company shall pay to the Government the following non-amortizable amount as 

annual rentals at the time and in the manner stated hereunder: 

A. One hundred thousand U.S. dollars ($ 100,000) within thirty (30) days from the 
Effective Date for Concession Area II. 

R. One hundred thousand U.S. dollars ($ 100,000) within thirty (30) days after each 
anniversary date of the Effective Date to and including the anniversary date 
preceding the Export Commencement Date. 

C. One hundred thousand U.S. dollars ($ 100,000) within sixty (60) days from the 
Option Date for Concession Area I, if the option is exercised. 

D. One hundred thousand U.S. dollars ($ 100,000) within thirty (30) days after each 
anniversary date of the Option Date to and including the anniversary date 
preceding the Export Commencement Date. 

ARTICLE 11 

Relinquishment 

1. The Company shall relinquish to the Government not less than fifty percent 
(50%) of the Concession Area II within five (5) years from the Effective Date and 
shall further relinquish twenty percent (20%) of the original size of the Concession 
Area II within eight (8) years of the Effective Date and the Company shall retain 
only producing areas after twelve (12) years from the Effective Date. 

2. If the option is exercised the Company shall relinquish to the Government not less 
than fifty (50) percent of the Concession Area I within five (5) years from the Effec¬ 
tive Date and shall further relinquish twenty (20) percent of the original size of the 
Concession Area I within eight (8) years of the Effective Date and the Company 
shall retain only producing areas after twelve years from the Effective Date. 

3. After consultation with the Government, the portion or portions so relinquished 
shall so far as reasonably possible be a block or blocks of sufficient size and 
convenient shape, taking into account contiguous areas which have already been 
relinquished and are not the subject of a further concession, to enable oil operations 
to be carried out thereon and upon relinquishment it or they, as the case may be, 
shall cease to be part of the Concession Area. 
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4. Subject to the provisions of this Agreement the Company may at any time relinquish 
to the Government all or any part of the Concession Area upon giving three (3) 
months notice in writing of its intentions to do so. 

5. Notice of relinquishment shall be accompanied by a map, all the pertinent infor¬ 
mation and a description indication the precise extent of the area to be relinquished 
and of the area to be retained. 

6. As to the portions so relinquished, this Agreement shall absolutely terminate on the 
date fixed for sudi termination in the aforesaid notice, but the Company shall 
continue during the duration of this Agreement to enjoy the rights to use the portions 
so relinquished for transportation and communication facilities and to do so in a 
manner which shall interfere as little as practicable with any other use to which the 
relinquished portion may be put. 


ARTICLE 12 
Royalty Payment 

1. The Company shall pay to the Government a fully expensed royalty equal to a 
percentage, as set out below, of the Posted Price of Crude Oil produced and saved in 
each Concession Area, as gauged at the point of storage after deducting the basic 
sediments and water. The royalty herein provided shall be paid in whole or in part 
in kind or in cash at the election of the Government. The election of the Government 
to take all or part of its royalty in kind shall be given by notice in writing to the 
Company not less than three (3) calendar months prior to the beginning of the 
Calendar Year to which such notice applies. The percentage of the Posted Price shall 
be as follows: 

When the average production of a calendar month 

(a) is less than fifty thousand (50,000) barrels per day: twelve and one half percent 
(12Vs%); 

(b) exceeds fifty thousand (50,000) barrels per day: thirteen percent (13%); 

(c) exceeds one hundred thousand (100,000) barrels per day: fourteen percent 
(14%); 

(d) exceeds one hundred an fifty thousand (150,000) barrels per day: fourteen and 
one half percent (14‘/*%); 

(e) exceeds two hundred thousand (200,000) barrels per day: fifteen percent (15%). 

2. Subject to the provisions of Article 13 the Company shall in addition pay to the 
Government a fully expensed royalty equal to twelve and one half (12‘/2) percent of 
the proceeds of sale of all Petroleum other than Crude Oil provided for above, sold 
or exported by the Company. The value of natural gas for royalty purpose shall be 
calculated in a manner to be agreed upon from time to time between the Government 
and the Company taking into consideration the realized export prices and actual cost 
of preparing the gas for export. 
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ARTICLE 13 

Conservation and Natural Gas 

A. The Company shall conduct its operations in accordance with the best conservation 
practices, bearing in mind the long-term interests of the country and the generally 
accepted good oilfield practices.To this end, the Government shall draw up written 
instructions detailing the conservation rules to be followed by the Company within 
the Concession Area similar to those applicable to other companies operating in 
Qatar. 

B. Natural Gas produced by the Company as a result of operations under this Agree¬ 
ment shall be conserved to the maximum extent possible in the circumstances and in 
the best manner consistent with the accepted methods and standards of the petro¬ 
leum industry and may be flared only to the extent which is consistent with the best 
practices generally followed in the petroleum industry. 

C. In Concession Area I all Natural Gas, associated or non-associated shall be the 
property of the Government at the point of source; provided that the Company 
shall have the right to take its requirements of Natural Gas for reinjection or for the 
Company’s operations for production of Crude Oil, in accordance with good oilfield 
practices. 

D. In Concession Area II the Company shall make the best possible use of associated 
or non-associated Natural Gas. Within one (1) year from the discovery of 
economically utilizable non-associated Natural Gas the Company shall present a 
utilization plan to the Government. The Company shall within a reasonable period 
which shall under no circumstances exceed four (4) years after the presentation of 
the utilization plan commence to implement the plan in the way to be agreed upon 
between the Government and the Company. If the Company shall fail to commence 
implementing the plan in the way agreed upon with the Government within the said 
period, the Natural Gas in the field discovered shall be the property of the Govern¬ 
ment at the point of source. If Natural Gas, associated or non-associated, or any part 
of it is proved by the Company to the satisfaction of the Government that it 
cannot be economically utilized, then such gas shall also be the property of the 
Government at the point of source. If such gas has not been utilized by the Govern¬ 
ment, and the Company develops a utilization thereof then the two parties shall 
mutually negotiate an agreement on such development. 

ARTICLE 14 

Measurement of Petroleum and Natural Gas 

The Company shall measure at the points of production, storage, export or sale by a 

method customarily used in good oilfield practice all Crude Oil produced and saved 
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and all Natural Gas sold or exported and the Government by its duly authorized repre¬ 
sentative shall have the right to examine and test such measuring and to examine and 
test whatever appliances may be used for such measuring. If upon such examination or 
testing any such appliances shall be found to be out of order the Government may 
instruct that the same be put in order by and at the expense of the Company and if 
within a reasonable time such request be not complied with the Government may cause 
the said appliance to be put in order and may recover the expense of so doing from the 
Company and if upon such examination as aforesaid any error shall be discovered in 
any such appliance such error shall if the Government so decides after hearing the Com¬ 
pany’s explanation be considered to have existed for three (3) calendar months prior to 
discovery thereof or from the last occasion of examining the same in case such occasion 
shall be within such period of three (3) calendar months and the quantity shall be 
adjusted accordingly. If the Company should find it necessary to alter any measuring 
appliance they shall give immediate notice to the Government to enable its represen¬ 
tative to be present during such operations. 

The Company shall keep complete and accurate accounts of all Crude Oil measured as 
aforesaid and of the natural gas sold, exported or utilized and the said representative of 
the Government shall have access at all reasonable times to the books of the Company 
containing such accounts and shall be at liberty to make extracts therefrom. 

ARTICLE 15 

Taxation 

The Company shall, with respect to their net income from operations authorized under 
this Agreement, be subject to taxation in accordance with the Qatar Income Tax Law 
subject to the following provisions: 

First 

1. The total of taxable income reported by the Company shall not be less than the 
amount computed in the following manner: 

(a) The amount which results from multiplying the number of barrels of Crude Oil 
exported or sold or delivered to the Government as royalty in kind during the 
taxable year by the applicable posted price 

Plus 

(b) All other actual proceeds including those of sale or export of all Petroleum other 
than Crude Oil. 

Less 

(c) Royalties and all other costs and expenses in accordance with Qatar Income Tax 
Law unless otherwise specified in this Agreement. 
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2. In the determination of taxable income, nothing in this Agreement shall be construed 
as permitting the deduction of the following items of cost and expenses: 

(a) Foreign taxation paid on income derived from sources within Qatar. 

(b) Interest or other considerations paid or suffered by the Company in respect of 
financing its operations in Qatar. 

(c) All expenses not directly related to the Company’s petroleum operations in 
Qatar. 

(d) Rentals paid to the Government under Article 10 of this Agreement. 

(e) Expenditures in relation to the organizing and initiating of petroleum operations 
in Qatar. 


Second 

The Government has the right to appoint auditors to examine the books of the Com¬ 
pany on its behalf. The Company shall allow access to their books and registers at all 
reasonable times. 

Third 

Within seven days (7) of the end of each quarter of the taxable year, the Company shall 
estimate and pay the amount of income tax due to the Government in respect of that 
quarter. If more than one company shall participate in the operations of this Agree¬ 
ment, under the general term of the “Company” as used in this Agreement, eadi com¬ 
pany may separately declare and pay its income tax liability to the Government; 
provided always that the total income tax due to the Government from all the 
aforesaid companies for any taxable year shall not be less than that payable by the 
Company. Sudi estimate shall be based on the latest information of costs, expenses, 
quantities and prices and shall be cumulative for the taxable year in question, so that in 
estimating the amount payable in respect of each quarter there shall be deducted the 
total amount of any payments for previous quarters of such taxable year. On or before 
the fifteenth day of the fourth month following the end of each taxable year the 
Company shall file its income declaration for the year at the office of Director of 
Income Tax. If as a result of sudi declaration any amount shall be found to be due to the 
Government, the Company or each company shall pay the balance forthwith. If as a 
result of such declaration any amount shall be found to have been overpaid to the 
Government by the Company or each company, it shall be carried forward and treated 
as a payment for the current taxable year. 

ARTICLE 16 

Limit of Taxation 

Except for paymennt provided for in Article 15 hereof, no other or higher taxes, imposi¬ 
tions, duties, fees or charges shall be imposed upon the Company or upon their 


178 



Qatar 


property, privileges or employees or upon the latter’s property, privileges or employee 
within Qatar other than those ordinarily imposed and generally applicable to other 
companies engaged in similar operations in Qatar. No tax, imposition, duty, fee, charge 
or levy shall be imposed upon the borings, products, materials, equipment, installations, 
or plants of the Company in Qatar, or upon any of the substances comprised in Article 
19 hereof and used by the Company for the purpose of their operations authorized by 
this Agreement; or upon any distribution by the Company of their income from 
operations authorized by this Agreement. 

ARTICLE 17 

Imports, Exports and Customs 

A. The Company and their contractors shall be entitled to import free of costums or 
any other import, sales, or use or exise tax now existing or which may later exist, all 
material which the Company may need in conducting the operations authorized by 
this Agreement but excluding goods for personal use of their employees and 
materials mentioned in paragraph (B) of this Article. Neither the Company nor their 
contractors shall import such goods or materials if the same are available in Qatar 
at competitive prices and conditions. Any sale or transfer of materials imported free 
of the abovementioned duties and taxes to persons and the Company shall be 
reported to the proper authorities of the Government and the applicable duties and 
taxes shall be paid. The Company shall be entitled to export Petroleum produced or 
manufactured in Qatar free of costums duties or any export, sales or use or excise 
taxes now existing or which may later exist. The Company and their contractors 
shall also be entitled to export free of duties, taxes charged under the provisions of 
this Article 17. 

B. The classes of materials on which custom duties are payable are: 

1. Foodstuffs 

2. Tobacco 

3. Materials used in the construction and maintenance of residential and welfare 
building, which includes such items as paint, nails, cement, timber, windows, 
doors, wiring, fittings etc. 

4. Domestic and welfare consumable supplies such as cooking utensils, beding, 
linen, curtains etc. 

5. Special equipment such as tents, air conditioning equipment, furniture, cinema, 
and refrigerating equipment (excluding refrigerating equipment needed in the 
processing of Petroleum products) 

6. Personal effects imported by Company employees for their personal use such as 
radios, cameras etc. 

7. Transport vehicle under 3 ton load carrying capacity including, wagons, pick-ups, 
etc. 
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ARTICLE 18 
Contractors 

A. Subject to the laws of Qatar the Company shall have the right to entrust to contrac¬ 
tors the execution of such of the operations which they are entitled to perform under 
this Agreement. 

B. In selecting contractors, the Company shall, where available select contractors who 
are nationals of Qatar provided that the Company is reasonably satisfied with their 
ability to perform the work entrusted to them and provided that their terms and 
conditions are competitive with those of other contractors tendering for such work. 

C. Such contractors, shall, to the extent that they are performing services for the Com¬ 
pany under this Agreement, enjoy the rights and be bound by the obligations of the 
Company hereinunder. Sudi contractors (except for nationals of Qatar) shall be 
liable to pay only those customs and excise duties on the classes of materials for 
which the Company itself are liable as defined in paragraph B of Article 17 of 
this Agreement. 

D. The Company shall give first preference for such transportation to tankers owned 
by Qataris, provided the rates and terms are effectively the same as those for similar 
tankers. 


ARTICLE 19 

Use of Materials and Water 

The company may remove subject to the rights of third parties and applicable laws and 
regulations then in effect and upon payment of reasonable compensation and the usual 
charges if any, such surface soil, limestone, gypsum, clay, ballast, timber and similar 
substances belonging to the Government not used by the Government or others, as may 
be necesary for the Company’s operations hereunder. 

Subject to the approval of the Government, the Company also may take away or use 
any water belonging to the Government that may be necessary for the Company’s 
operations hereunder upon the payment of the usual charges, if any. 

ARTICLE 20 

Construction and Operation of Facilities by the Company 

Subject to the rights of third parties and applicable laws and regulations then in effect 
the Company may construct and operate power houses, workshops, tank depots, stores 
and other facilities required for their operations in Qatar under this Agreement. The 
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Company may take, sink, drive, build, construct, extract, lay and operate such pits, 
shafts, wells trenches, excavations, dams, drains, water course, factories, plants, tanks, 
reservoirs, pipelines, pumping stations, offices, houses, buildings, wharves, and other 
terminal facilities, vessels, conveyance, ferries, bridges, roads and other works whether of 
the nature hereinunder mentioned or as may be necessary for their operations under this 
Agreement; provided that before constructing any of the facilities comprised in this 
Article 20, otherwise than within the Concession Areas, the Company shall submit 
plans of the same to the Government for its approval. In granting its approval for con¬ 
structing of any causeway, bridge, road or other facilities suitable for public use, the 
Government may require that the same be availalbe for public use free of charge 
provided that such use does not seriously interfere with the operations of the Company. 

ARTICLE 21 

Use of Land by the Company 

A. Subject to the right of third parties and subject to the consent of the Government 
in writing the Company may enjoy free of charge the full use and occupation of 
sudi uncultivated lands of Qatar as the Company may need for the purpose of their 
operations. 

B. If the Company requires for the purposes of its operations any privately owned or 
cultivated land in Qatar, the Company may lease with the permission of the 
Government such land on terms to be arranged with the owners thereof. 

C. The Company shall not carry on any operations within areas occupied by or de¬ 
voted to the purposes of mosques, sacred buildings, graveyards, or archeological 
sites or in the immediate vicinity thereof. 

D. The Company shall not have the right to use or occupy and shall not include in the 
areas selected for the purposes of the operations under this Agreement, any sites 
which may have been selected by or on behalf of the Government for defense 
purposes, for airfield or for wireless or telegraph installations and other public pur¬ 
poses. 


ARTICLE 22 
Employment of Personnel 

Subject to the applicable laws and regulations in Qatar the Government and the Com¬ 
pany agree that in selection of employees of various nationalities the efficiency of the 
operations must be given due consideration. The Company, at all times, shall give 
employment according to the following order of priorities: 
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Citizens of Qatar 

Other Arabs of the Gulf States 

Other Arabs 

Other nationalities in friendly relations with Qatar 
ARTICLE 23 

Company’s use of Transportation, Communication and Port Facilities 

The Company shall be entitled to use in their operations under this Agreement any form 
of transport whether by land, water or air for the movement of their employees, equip¬ 
ment or materials subject to the due observance of all laws and regulations covering the 
use of such transport. 


ARTICLE 24 
Training Programs 

On the starting of the Concession the Company shall prepare and carry out a 
specialized theoretical and practical training program for citiziens of Qatar relating to 
the various aspects of oil industry including supervisory and management training with 
the view to replace its expatriate suff by nationals of Qatar according to a schedule to 
be agreed upon. 


ARTICLE 25 
Accounts and Information 

A. The Company shall be required to keep within the country clear and accurate 
accounts and records of their operations, which shall at all times be available to the 
Government Auditors, upon request. Such accounts shall be kept in accordance with 
the Government’s written instructions, which shall conform to commonly accepted 
principles of accounting. The Company shall promptly make available in a 
meaningful form, all such information related to their operations as the Government 
may reasonably require. The Government shall have the right at all reasonable times 
to inspect all records and documents of the Company. 

B. The Company shall keep the Government fully informed as to the progress and 
results of all their operations in Qatar and shall give to it, in the form of maps, 
technical data, interpretation data and of weekly, monthly and annual reports, 
information concerning these operations which they obtain as a result thereof. The 
Company shall also furnish to the Government such technical and economic reports 
as may be prepared from time to time. 
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C. All such information, maps etc. shall be treated as confidential by the Government 
except insofar as they are required for the settlement by arbitration of a dispute 
between the parties to this Agreement, and except those which are commonly 
published in the petroleum industry. 

ARTICLE 26 

Loss or Damage to Third Parties 

The Company shall be responsible in the manner prescribed by laws for any loss or 

damage to third parties caused by their wrongful or negligent acts or omission and 

shall indemnify the Government against all claims and liabilities in respect thereof. 

ARTICLE 27 
Security 

A. The Goverment shall give to the Company, their agents, and their employees and 
property all the protection in its power from theft, highway, robbery, assault, wilful 
damage and destruction. 

B. The Government shall, in consultation with the Company, retain and pay trust¬ 
worthy guards of its choice for the Company’s benefit and the Company shall re¬ 
imburse the Government for the cost thereof. 

C. Such guards shall be trained and supervised by the appropriate officers of the 
Government. 

D. The Company shall provide such guards free of charge with such accommodations 
and services as are reasonably necessary for their duties at sudi places as the Com¬ 
pany shall select with the approval of the Government, such approval not to be 
unreasonably witheld. 


ARTICLE 28 

Flag and Observance of Laws 

A. The Company shall fly the flag of Qatar within the State and offshore of Qatar. 

B. The rights of the Company under this Agreement shall be exercised in a lawful 
manner subject to the laws and regulations of Qatar. 
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ARTICLE 29 

Disposition of Movable and Immovable Property 

A. Whenever the Company felinquishes any part of the Concession Area, all the 
Company’s movable property located within the part of the Concession Area so 
relinquished may be removed to any part of the Concession Area which has been 
retained. All immovable property of whatever nature in such relinquished area shall 
be handed to the Government free of charge. 

B. On the termination of this Agreement at the end of the period appearing in Article 3 
hereof or any extension or renewal of that period all movable and immovable 
property of whatever nature of the Company located in Qatar or its offshore shall 
be handed over to the Government free of charge. 

C. On the termination of this Agreement at an earlier time, or relinquishment of all the 
Concession Area by the Company, all immovable property of whatever nature of 
the Company located in Qatar or its offshore shall be handed over to the Govern¬ 
ment free of charge, and all movable property of the Company in Qatar or its off¬ 
shore shall either be handed over to the Government, if the Government wishes to 
purchase, it, at a price equal to the book value, esublished in accordance with the 
Qatar Income Tax Law or exported. 

ARTICLE 30 

Government Representative 

A. The Government may from time to time nominate a representative to act for it in 
all maners relating to this Agreement. 

B. The government may nominate one or two members of the Board of Directors of 
the body operating this Agreement when such a body is formed prior to discovery of 
Crude Oil in Commercial Quantities and thereafter according to the terms to be 
agreed upon as stipulated in Article 41 paragraph C. 

ARTICLE 31 

Force Majeure 

If the Company hereafter is delayed or prevented from carrying out its work or in 
fuiniling any of its obligations under this Agreement by force majeure in Qatar or else¬ 
where, the Company shall not be liable in respect of any such failure or delay, and if 
through force majeure the fulfillment by the Company of any of the conditions of this 
Agreement be delayed the period of such delay together with such period as may be 
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necessary for the restoration of any damage done during such delay shall be added to 
the period fixed by this Agreement, provided that no addition shall be made to the 
period fixed in Article 3 hereof unless the production or export of Crude Oil by the 
Company shall be totally suspended for more than sixty (60) consecutive days through 
force majeure occuring within Qatar. “Force Majeure” as used in this Agreement shall 
mean and be limited to the causes set out below: 

(a) war, acts of war, invasion, hostilities, embargo, blockade, or any other enemy action; 

(b) revolution, rebellion, civil commotion; 

(c) earthquake, flood, fire, storm and any other natural physical disaster; 

(d) strike; 

(e) expropriation and confiscation of facilities or any act of Government affecting 
the supply, availability or use of materials or labor; 

(f) epidemic; 

(g) negligence or malice of any third party over which neither party has control. 

ARTICLE 32 
Damages 

The penalty for breach of any covenant or condition in this Agreement for which no 
provision herein or in the income tax law is made shall be damages. The amount of such 
damages shall be fixed by agreement of the Government and the Company, or failing 
agreement in accordance with the provisions of Article 34 hereof. 

ARTICLE 33 
Amendments 

Without prejudice to the Government’s prerogative of sovereign powers the mutual 
consent of the Government and the Company shall be required to annul, amend or 
modify the provisions of this Agreement. 

ARTICLE 34 
Arbitration 

If any doubt, difference or dispute shall arise at any time between the Government and 
the Company concerning the application, interpretation or performance of this 
Agreement or any other matter herein contained, or in connection herewith or the rights 
and liabilities of either party herunder, the same shall, failing any agreement to settle in 
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by any other method, be referred to two arbitrators, one of whom shall be chosen by 
each party and to a referee who shall be chosen by the two arbitrators before 
proceeding to arbitration. 

Each party shall nominate its own arbitrator within sixty (60) days after the delivery of 
a request so to do by the other party, failing which its arbitrator may at the request of 
the other party be designated by the President of the International Court of Justice. In 
the event the arbitrators fail to agree upon a third arbitrator within sixty (60) days 
after being chosen or designated, the Government and the Company shall, in agreement, 
appoint such a third arbitrator; in the event they fail to agree on such third arbitrator 
they shall request the President of the International Court of Justice to appoint him. 

The decision of the arbitrators, or in the case of a difference of opinion between them, 
the decision of the majority shall be final and binding upon parties. The award shall 
specify a period within which it shall be carried out. The place of arbitration shall be 
Qatar or elsewhere at the discretion of arbitrators. 

ARTICLE 35 

Termination by the Government 

The Government shall have the right to terminate this Agreement and to take without 
payment all property of whatever nature of the Company in Qatar or offshore of Qatar 
if the Company shall fail to: 

(a) make any of the payments prescribed in this Agreement on the dates prescribed 
for such payments, or 

(b) fulfill the obligations provided for in Article 5 hereof, or 

(c) conform to the provisions of an arbitration award under Article 34 hereof 
within the period stipulated in such award; 

(d) discover Crude Oil in Commercial Quantities or discover in Concession Area II 
economically utilizable Natural Gas within eight (8) years from the Effective 
Date. 


ARTICLE 36 
Assignment of Rights 

If the Company desires to sell, transfer, or assign any or all of the rights, powers or 
interests under this Agreement to third parties they shall first obtain the written permis¬ 
sion of the Government whidi shall not be unreasonably withheld. Upon sudi 
assignment the assignee shall succeed to and be substituted for the assignors with the 
same effect as though the assignee had been assignors and the assignors shall surrender 
to the assignee at the same time a portion of their rights and obligations under this 
Agreement equal to that portion assigned. 
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ARTICLE 37 
Investment 

For any calendar year during which Crude Oil exported from the Concession Area shall 
have reached and maintained an average rate exceeding 100,000 barrels per day for 
thirty (30) consecutive days, the Company shall invest ten percent (10%) of its net 
profits from its Qatar operations under this Agreement — as established in accordance 
with internationally recognized accounting principles of the oil industry — during the 
following year in economic projects to be agreed upon between the Government and the 
Company in Qatar or outside Qatar. 


ARTICLE 38 
Welfare Contributions 

The Company shall contribute within reasonable limits to the cause of the welfare of 
the people of Qatar by providing various facilities pertaining to educational, medical 
and other services to be agreed upon with the Government. 

ARTICLE 39 
Better Terms 

If, in the future, arrangements are made between the Qatar Government or any other 
Middle Eastern Government or any agent of such Government and any other inter¬ 
national oil company regarding the development of oil field, production and marketing 
of Petroleum which results in an increase in benefits to be received by such Government 
or its agent, the Government and the Company shall review and discuss the changed 
circumstances prevailing within the industry as aforementioned taking into 
consideration operating conditions within Qatar in order to decide whether any 
alteration to the terms of this Agreement would be equitable to both parties. 

ARTICLE 40 
Currency 

A. All payments to be made under this Agreement by the Company to the Government 
shall be made in the United States Dollars or in the Sterling Pounds equivalent to 
United States Dollars amounts in which the terms of this Agreement would otherwise 
require them to be made at the Government option. Conversion from United States 
Dollars amounts into Sterling Pound shall be accomplished by using the respective 
par values of the two currencies, as of the date of payment, as quoted with the 
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International Monetary Fund, and if the International Monetary Fund or such 
quotation is discontinued by using the Commercial Rate of Exchange. 

B. The Company shall have the right subject to any applicable currency regulations 
and procedure to: 

(a) maintain and operate bank accounts in whatsoever currency and wheresoever 
situated and freely retain or dispose of any funds therein. 

(b) freely import and export currency and foreign exchange. 

(c) freely exchance sudi currencies and foreign exchange into other currencies. 

(d) freely maintain and operate accounts in the books and records of other persons 
wheresoever situated and freely retain or dispose of any funds or assets outside 
Qatar, including such funds or assets as may result from their activities in 
Qatar. 


ARTICLE 41 
Government's Participation 

A. Within a period of one (1) year from the date of discovery of Crude Oil in 
Commercial Quantities and/or the commencement of implementing the utilization 
plan for a Natural Gas field, the Government may, by notice in writing to the 
Company accompanied by payment of the sum referred to in paragraph B below, 
elect either by itself or by an entity assigned by it to acquire an undivided 
participating interest of fifty percent (50%) fifty one percent (51%) in the area 
south of the 25® Latitude in Concession Area I in consideration of the seismic work 
done by the Government thereon being made available to the Company if Crude Oil 
in Commercial Quantities is discovered in that part of Concession Area I) or such 
lesser percentage as the Goveriunent may then determine in all rights and obligations 
under this Agreement with regard to the Concession Area where discovery was 
made. In any event, however, the Government shall have the right to increase its 
participating interest to fifty-one percent (51%) effective January 1, 1982 by giving 
written notice to the Company at least three (3) calendar months in advance. 

B. The Government shall pay for such participating interest a sum equal to such 
participating interest share of the total costs and expenses incurred by the Company 
up to the date of acquisition of such interest excluding the bonus and rentals paid by 
the Company before the discovery of Petroleum in Commercial Quantities. The 
Company shall notify the Government within a period of thirty (30) days from the 
date of discovery of Crude Oil in Commercial Quantities or from its commencement 
to implement the utilization plan for a Natural Gas field of the total amount of 
such payments in order to enable the Government to ascertain the sum to be paid by 
the Government if an election under this Article 41 is made. The Government has 
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the right to examine the books of the Company. The Company shall allow access to 
their books and registers at all reasonable time. 

The payment of such sum by the Government may be made in equal annual 
installments over ten (10) years at a rate of interest to be agreed upon; the 
Government may, at its own discretion, make all or any part of sudi payment in oil 
in lieu of cash, in which event the evaluation shall be made at a price to be agreed 
upon taking into consideration the prices prevailing at the time. 

If the Government elects to pay in cash then the payments pursuant to paragraph B 
shall be paid to the bank or banks designated by the Company in the said notice to 
the Government and the receipt issued by such bank or banks shall be a good and 
sufficient discharge for the Government in respect of the sum stated in such receipt. 
Such payments shall be made in Sterling Pound. 

C. If the Government shall acquire a participating interest under this Agreement pur¬ 
suant to this Article 41, the terms and conditions upon which operations are 
conducted shall be determined by an operation agreement to be entered into between 
the Government and the Company. 


ARTICLE 42 
Notice and Office 

Within six (6) months after the Effective Date of this Agreement the Company shall 
open an office in Doha in the charge of a person empowered to transact business with 
the Government. All plans, notices and other communications required hereunder to be 
sent to the Government shall be sent to such person as the Government may from time 
to time nominate; all communications required to be sent to the Company shall be sent 
to the said office of the Company in Doha. Any such plans, notice of communication 
shall be deemed to be delivered if the sender thereof obtains from addressee a receipt for 
the same. 


ARTICLE 43 

Telegraph, Wireless & Telephone Installations 


Telegraph, wireless and telephone installations, if any, maintained by the Company for 
its internal use shall be for use only in their business and shall be so constructed and 
operated so that their operation shall not interfere with the operations of such tele¬ 
graph, wireless and telephone installations as may be established by the Government or 
its agents. The Government shall have the right to use such facilities provided such use 
does not interfere with the operations of the Company. 
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ARTICLE 44 
Operations of Company 

A. The Company shall keep the Government fully informed with regard to their plans. 
The limits within which the Company shall be free to operate shall be the limits of 
the Concession Area, and the Option Area as defined in Article 1, save that where 
operations in a specific area might in the opinion of the Government result in dis¬ 
pute with a neighbouring State or States, the Government may lay down operating 
limits within the Concession Area. In such case the Company shall not operate out¬ 
side the operating limits as defined by the Gouvernment except with the written 
approval of the Government. 

B. Government personnel related to the Company’s operations shall be provided with 
offices, accommandations, transport and any other local facilities at the operations 
sites and field camps on equal basis with the Company employees. 

ARTICLE 45 
Arabic and English Texts 

This Agreement is written in duplicate in both Arabic and English, both texts being 
authentic. In the event of any discrepancy between two texts, the English text shall 
prevail. 

IN WITNESS WHEREOF, The Parties have hereunto set their hands on the day and in 
the Year first above written. 


Signed by: 


H.E. Sheikh Abdul Aziz Bin Khalifa A1 Thani 
Minister of Finance & Petroleum 


Witness: 


1. Signed by: 


Witness: 


Dr. Rudolf Kram 

FOR WINTERSHALL AKTIENGESELLSCHAFT 


2. Signed by 


Witness: 


Dr. Rudolf Kram 

FOR VEBA-CHEMIEAKTIENGESELLSCHAFT 
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3. Signed by: _ 

Dr. Rudolf Kram 

FOR DEUTSCHE SCHACHTBAU- UND TIEFBOHRGESELL- 
SCHAFT MIT BESCHRANKTER HAFTUNG 

Witness: 


4. Signed by: 


Witness: 


Dr. Rudolf Kram 

FOR UNITED MINDAMAR METALS LIMITED 


5. Signed by: 


Witness: 


Frederick J. Hansen 
FOR KOCH QATAR INC. 


6. Signed by: 


Witness: 


Ahmed A. El-Dib 

FOR GULFSTREAM RESOURCES MANAGEMENT S. A. 
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Exhibit "B” 

Coordinates of Boundary Point of 
Area No. 1 

Area No. 1 covers the Qatar Peninsula and its territorial waters* and excluding that 
area presently covered by the Qatar Petroleum Company concession bounded by the 
lines connecting the following points as shown on Exhibit “A”. 


Point 28: 

N 

140,000 

Qatar Grid 

Approx. 

25 

44 

30 


E 

110,000 

Qatar Grid 

Approx. 

50 

51 

48 

Point 29: 

N 

130,000 

Qatar Grid 

Approx. 

25 

39 

6 


E 

115,000 

Qatar Grid 

Approx. 

50 

54 

30 

Point 30: 

N 

110,000 

Qatar Grid 

Approx. 

25 

28 

7 


E 

115,000 

Qatar Grid 

Approx. 

50 

54 

30 

Point 31: 

N 

110,000 

Qatar Grid 

Approx. 

25 

28 

7 


E 

110,000 

Qatar Grid 

Approx. 

50 

51 

48 

Point 32: 

N 

80,000 

Qatar Grid 

Approx. 

25 

12 

3 


E 

110,000 

Qaur Grid 

Approx. 

50 

51 

48 

Point 33: 

N 

45,000 

Qatar Grid 

Approx. 

24 

53 

2 


E 

138,000 

Qatar Grid 

Approx. 

51 

8 

1 

Point 34: 

N 

24,500 

Qatar Grid 

Approx. 

24 

41 

54 


E 

138,000 

Qatar Grid 

Approx. 

51 

8 

1 

Point 35: 

N 

24 

42 00 

E 

51 

00 

54 

Point 36: 

N 

24 

42 30 

E 

50 

58 

12 

Point 37: 

N 

24 

44 16 

E 

50 

57 

12 

Point 38: 

N 

24 

52 36 

£ 

50 

54 

12 

Point 39: 

N 

24 

53 00 

E 

50 

51 

42 


Furthermore Area No. 1 is bounded by the Qatar Boundaries in the South following the 
lines connecting the following points as shown in Exhibit “A” 

Point 19: Lies on the cost of the Gulf of Salwa and its approximate coordinates are: 

N 24 44 50 E 50 49 46 

Note: The boundary line between the point. No. 18 and the point No. 19 

shall be along the medium line of the Gulf of Salwa as will be defined later 
by the Governments of Qatar and Saudi Arabia. 


* 3 miles 
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Point 

20: 

Lies on 
dinates 
N 

Point 

21: 

Lies on 
N 

Point 

22: 

Lies on 
N 

Point 

23: 

Lies on 
N 

Point 

24: 

Lies on 
N 


24 


24 


24 


24 


40 59 


32 


40 


28 


43 


00 


16 


50 


50 


51 


51 


51 


55 


00 


05 


54 


44 


00 


55 


Point 1: 


24 36 48 E 51 16 02 

Note; The boundary line joining the PFoint No. 24 an the PFoint No. 1 shall 
be along the median line in Khour A1 Obaid. 

Is the point at the outlet of Khour A1 Obaid the territorial water boundary 
N 24 38 20 E 51 28 05 


Exhibit "B” 

Coordinates of Boundary Points 
of Area No. 2 

Area No. 2 is the offshore area lying outside the territorial waters and bounded by the 
lines joining the following points, but excluding Hawar Area. 


Point A: Lies on the intersection of the territorial waters with the line along latitude 




N 

e 

O 

O 

00” 





Point 

B: 

N 

26® 00’ 

00” 

E 

520 

00’ 

00” 

Point 

26: 

N 

26® 11’ 

39” 

E 

52® 

00’ 

00” 

Point 

27: 

N 

26® 11’ 

39” 

E 

51® 

35’ 

24” 

Point 

11: 

Intersection of the line along longitude line 51 

® 53’ 

24” 

with the 



straight line joining the Point 1 No. 10 and the Point No. 

12. 


Point 

10: 

(N 

26® 56’ 

20” 

E 

51® 

44’ 

05”) 

Point 

12: 

N 

27® 00’ 

35” 

E 

51® 

23’ 

00” 

Point 

13: 

Intersection of the extension 

of the line 

joining 

the Point No. 15 

and the 



Point No. 14 with the line of geodetic azimuth 278® 

14’ 

27” west 



from Point No. 12. 






Point 

14: 

N 

26® 33’ 

30” 

E 

50® 

57’ 

36” 
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Point 

15: 

N 

26® 

21’ 

30” 

E 

50® 

50’ 

00 

Point 

16: 

N 

25® 

45’ 

50” 

E 

50® 

44’ 

18 

Point 

17: 

N 

250 

40’ 

06” 

E 

50® 

40’ 

30 


Point 18: Lies on the extension of the straight line joining the Point No. 16 and the 
Point No. 17 where it intersects the median line between Qatar and Saudi 
Arabia in the Gulf of Salwa. 


Point 19: Lies on the cost of the Gulf of Salwa and its approximate coordinates are: 

N 24® 44’ 50” E 50® 49’ 46” 

Note: The boundary line between the point No. 18 and the point No. 19 
shall be along the median line of the Gulf of Salwa as will be defined later 
by the Government of Qatar and Saudi Arabia. 


Approximate Boundaries of Hawar Area (Pending Final Agreement with Bahrain 
Government) which is Excluded from Area No. 2 


Hawar Area shall be the area bounded by geodetic lines joining the following points 
respectively: 


Point No. a 

N 

25® 

48’ 

02” 

E 

50® 

44’ 

36’ 

Point No. b 

N 

25® 

48’ 

20” 

E 

50® 

49’ 

36’ 

Point No. c 

N 

25® 

45’ 

48” 

E 

50® 

53’ 

30’ 

Point No. d 

N 

25® 

39’ 

42” 

E 

50® 

51’ 

36’ 

Point No. e 

N 

25® 

39’ 

30” 

E 

50® 

50’ 

36’ 

Point No. f 

N 

25® 

37’ 

36” 

E 

50® 

49’ 

52 

Point No. g 

N 

25® 

36’ 

36” 

E 

50® 

47’ 

42 

Point No. h 

N 

25® 

36’ 

00” 

E 

50® 

47’ 

24 

Point No. i 

N 

25® 

32’ 

15” 

E 

50® 

48’ 

24 

Point No. j 

N 

25® 

34’ 

48” 

E 

50® 

43’ 

36 

Point No. 17 

N 

25® 

40’ 

6” 

E 

50® 

40’ 

30 

Point No. 16 

N 

25® 

45’ 

50” 

E 

50® 

44’ 

18 
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Venezuela 

MINISTRY OF MINES AND HYDROCARBONS REGULATIONS 
FOR REGISTRATION OF CONTRACTORS 

RESOLUTION No. 399 


of April 23, 1973. 164th and 115th. 

Whereas Article 5 of Regulation No. 1 of the Law on Assets Subject to Reversion in the 
Hydrocarbons Concessions provides that the person carrying out works or related 
services for concessionaires, or services inherent to the latter’s activities, shall enroll in 
the registry established by the Ministry of Mines and Hydrocarbons for this purpose, 
the following regulations are therefore issued: 


REGULATIONS FOR THE REGISTRATION OF CONTRACTORS 
CARRYING OUT WORKS OR SERVICES FOR THE HYDROCAR¬ 
BONS CONCESSIONAIRES 


ARTICLE 1 


The Contractors registry at the Bureau of Assets Subject to Reversion is hereby created, 
and the natural or juridical persons performing works or related services, or those 
inherent to the activities of hydrocarbons concessionaires, shall enroll in such Registry. 
The hydrocarbons concessionaires shall not enter into contracts for works or related 
services, or those inherent to their activities, with persons who have not complied with 
the said requirement. 
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ARTICLE 2 

The persons referred to in the preceding Article shall submit to the Director of Assets 
Subject to Reversion the corresponding application for registration, which shall be 
accompanied by the following documents. 

1. A duly registered and certified copy of the incorporation papers and by-laws, 
in the event the applicant is a juridical person, or of its registration in the 
Commercial Registry, in the event personal enterprises are concerned. 

2. A duly certified copy of the instrument qualifying the representation of the person 
acting as representative or attorney in fact of the company or personal enterprise. 

3. A certified copy of any other document subject to registration or publication 
according to the Commercial Code. 

4. A certified copy of the balance sheets presented to the Commercial Registry corres¬ 
ponding to the last three fiscal years. 

5. A list of employees working for the applicant, indicating the position held by 
each. 

6. An Inventory of the working or service equipment owned by the applicant, 
indicating Its characteristics, purchase cost, depreciation and condition. 

7. A solvency certificate issued by the Income Tax Authority. 

8. A solvency certicate issued by the Venezuelan Institute of Social Security. 

9. A solvency certificate covering municipal patents, taxes and constributions. 

10. A solvency certificate issued by the National Institute of Educational Cooperation. 

11. Any other information which the Bureau of Assets Subject to Reversion may 
consider necessary. 

The Bureau of Assets subject to Reversion shall supply the interested parties with the 
forms and pertinent instructions for submitting the applications, and in general, for 
proper compliance with these regulations. 

ARTICLE 3 

The Director of Assets Subject to Reversion shall examine the documents submitted for 
the purpose of approving or rejecting the corresponding registration. If registration is 
approved, such Director shall issue a certificate recording the fact which shall indicate 
the number under which the contractor has been registered and the date of registry. 

ARTICLE 4 

The Bureau of Assets Subject to Reversion shall have authority to name upon request of 
the interested party, the person who, by reason of carrying out works or services not 
related or non-inherent to the activities of the hydrocarbons concessionaires, shall not 
be required to comply with the registration formality stipulated by Article 1 hereof. 
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Only thus shall the hydrocarbons concessionaires be released from the prohibitory stipu¬ 
lation set forth in the Special Paragraph of Article 1 hereof. 

ARTICLE 5 

The person who, while engaged in works or services for the concessionaires, shall utilize 
property not considered to be assigned to the hydrocarbons concessions in accordance 
with the terms established by Articles 8, 9 and 10 of Regulation No. 1 of the Law on 
Assets Subject to Reversion in Hydrocarbons Concessions, shall be exempt from the 
registration requirement. 


ARTICLE 6 

For the purpose of keeping the Contractors Registry up to date, the documents 
indicated in Paragraphs Nos. 4, 5, and 6 of Article 2 hereof shall be renewed annually: 
the solvency certificates on the date of expiration, and the statements modifying any of 
the documents referred to in Paragraph No. 3 of Article 2, as soon as such modifications 
shall occur. 


ARTICLE 7 

The contractors that shall undertake works or services connected with engineering, 
architecture, or such allied professions, shall rely on the services of professionals that 
shall be registered at the College of Engineers of Venezuela, and their representative or 
attorney in fact before the Ministry of Mines & Hydrocarbons shall be preferably, a 
professional of the disciplines mentioned. 

ARTICLE 8 

The Ministry of Mines & Hydrocarbons may annul enrollment in the Contractors 
Registry in the event of infringement by the contractor of the Regulations hereof, or of 
any other regulations issued in the compliance thereof, as well as in any case in which, 
according to the Ministry’s judgement, there are well founded reasons for considering 
that there is or may be infringement of the Law on Assets Subject to Reversion in the 
Hydrocarbons Concessions, or of the provisions that may be issued in the compliance 
thereof. 


TRANSITORY PROVISION 
ARTICLE 9 

The persons referred to in Article 1 of these regulations who at the present time are 
carrying out works for the hydrocarbons concessionaires, shall apply for registratitMi in 
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the Contractors’ Registry within a period of 60 days from the date of publication of this 
resolution in the Official Gazette of the Republic of Venezuela. 

Let it be known and published. 


Hugo P^rez La Salvia 
Minister 


LAW RESERVING TO THE STATE THE EXPLOITATION OF THE 
DOMESTIC MARKET OF HYDROCARBONS BY-PRODUCTS 


On June 21, 1973 the President of Venezuela, Dr. Rafael Caldera, signed the Law 
Reserving to the State the Exploitation of the Domestic Market of Hydrocarbons 
By-Products. Following is the complete text of the Law: 

ARTICLE 1 

To serve the public interest and for reasons of national convenience, the exploitation of 
the domestic market of the following hydrocarbons by-products is hereby reserved to 
the State: liquid petroleum gas (LPG), oils, lubricants, greases, solvents, blends for brake 
systems, fluids for hydraulic systems, petrolates, paraffins and asphalts. The public 
interest service reserved to the State under this Law comprises the importation, trans¬ 
portation, supply, storage, distribution and retail operations concerning the said 
products within the national territory. 

ARTICLE 2 

The activities set forth in the foregoing article are hereby declared to be of public utility 
and shall be governed by the present Law, subject to the control and inspection of the 
National Executive. 


ARTICLE 3 

The public interest service reserved to the State under Article 1 hereof shall be exercised 
by the National Executive through the Corporacidn Venezolana del Petrdleo. The 
storage, transportation, distribution and retail operations of hydrocarbons by-products 
in the domestic market shall be exercised directly by the Corporacidn Venezolana del 
Petrdleo, or through contracts that it may enter into with natural persons or 
corporations domiciled in the country. 
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Special Paragraph: The natural persons or corporations at present carrying out the 
operations referred to in the present articles, shall have preferential rights before third 
persons to continue the exercise thereof, providing the conditions that may be estab¬ 
lished by the Corporacidn Venezolana del Petrdleo (CVP) are complied with. 

ARTICLE 4 

The products set forth in Article 1 hereunder are hereby declared to be basic commo¬ 
dities. Consequently, the National Executive shall regulate and establish the wholesale 
and retail prices thereof, as well as the freights, by means of Resolution of the Ministry 
of Mines and Hydrocarbons. 


ARTICLE 5 

The enterprises that shall directly or indirectly exercise refining, manufacturing or 
processing operations concerned with the hydrocarbons by-products set forth in Article 1 
hereunder, shall furnish the Corporacidn Venezolana del Petrdleo, at the refineries, 
manufacturing or processing plants and distribution centers, with the products such 
Corporation may require to supply the domestic market, in such amounts as are in 
proportion to the volume of the products refined, manufactured, or processed in the 
country, this to be accomplished either per se or through other enterprises. Such supply 
shall be furnished at the prices and under such conditions as may be determined by the 
National Executive. 


ARTICLE 6 

The National Executive, by means of Resolution of the Ministry of Mines and 
Hydrocarbons, shall determine the volume of products to be supplied by each enter¬ 
prise, the wholesale prices and rates of transportation thereof throughout the national 
territory, taking into consideration the consumer zones and the distance thereof from 
the location of the refineries, manufacturing or processing plants and distribution 
centers. 


ARTICLE 7 

The natural persons or corporations that wish to exercise in the domestic market, the 
storage, transportation distribution and retail operations involving the hydrocarbons 
by-products set forth in Article 1 hereunder, shall previously obtain the respeaive 
permit from the Ministry of Mines and Hydrocarbons and enter into the agreement 
referred to in Article 3 hereunder with the Corporacidn Venezolana del Petrdleo. Such 
permit cannot be assigned or transferred without due authorization of the Ministry of 
Mines and Hydrocarbons. 
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ARTICLE 8 

The construction, modification, expansion, destruction, dismantling of establishments, 
installations or equipment for use in the exploitation of the domestic market of the 
hydrocarbons by-products set forth in Article 1 hereunder, shall be approved previously 
by the Ministry of Mines and Hydrocarbons by means of the corresponding permit. 
Also required shall be municipal and other pertinent permits. 

ARTICLE 9 

The requirements for obtaining the permits referred to in the foregoing articles shall be 
those that will be established by regulations and resolutions issued by the Ministry of 
Mines and Hydrocarbons. 


ARTICLE 10 

The Ministry of Mines and Hydrocarbons is hereby empowered to grant or withhold 
the permits provided by the present Law, as well as to void those granted, upon any 
infringement thereof, or of the Ministry’s Relations or Resolutions. 

ARTICLE 11 

The registrars, notaries, judges and any other authority shall abstain from entering, 
recording, acknowledging, attesting or issuing documents attempting to perform any of 
the acts provided by Article 8 hereunder, should such documents not be accompanied by 
a written authorization of the Ministry of Mines and Hydrocarbons. Failing such 
authorization, such acts are null and shall have no effect in respect of the Nation, 
without prejudice to the application of fines to the officials who may have intervened 
thereon. 


ARTICLE 12 

Any infringement to this Law or the regulations thereof shall be penalized by fines 
ranging from One Thousand Bolivars (Bs. 1,000) to Two-Hundred Thousand Bolivars 
(Bs. 200,000) which shall be imposed by the Ministry of Mines and Hydrocarbons 
according to the gravity of such infringement. 

Such fines may be appealed to one sole effect before the Political-Administrative 
Division of the Supreme Court within ten (10) days following notification. 

ARTICLE 13 

Further to the provisions of the foregoing article, alienation or any other act of disposal 
of the hydrocarbons by-products set forth in Article 1 hereunder infringing the norms 
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established under this Law, shall give rise to confiscation of the said products under the 
procedure established by the Organic Law of the National Public Treasury, insofar as it 
may be applicable. 


ARTICLE 14 

The provisions contained in the Foregoing articles shall be applied without prejudice to 
the sanctions established by other legal or regulatory provisions, and to the civil, penal, 
or fiscal actions whidi such infraction may cause. 

TRANSITORY PROVISIONS 
ARTICLE 15 

The service stations and other retail establishments of the hydrocarbons by-products set 
forth in Article 1 hereunder, which may be operating at the date of the promulgation of 
this Law, shall continue rendering services providing they have been duly authorized so 
to do, in accordance with the provisions in force, but they must be registered by those 
exploiting them within a period of six (6) months from the said date in a special registry 
book that shall be kept by the Ministry of Mines and Hydrocarbons for this purpose. 
Upon there being justified cause, this period may be extended once by the Ministry. 

The application for registration shall contain the data required by the Ministry of Mines 
and Hydrocarbons and shall be accompanied by all the documents and contracts that 
will permit a sound knowledge of the legal status of the service station or retail 
establishment. 


ARTICLE 16 

The National Executive, through the Ministry of Mines and Hydrocarbons, shall issue 
the necessary instructions for the operations provided by Article 1 hereunder to be 
carried out in the national territory established by Article 3 ejusdem, within a period 
that shall not be later than December 31, 1976. 

The National Executive is hereby empowered to set partial goals for the Exploitation of 
the domestic market to be occupied with within the period herein established. 

ARTICLE 17 

The National Executive, by means of Resolution of the Ministry of Mines and 
Hydrocarbons that shall be published in the Official Gazette, shall state the registration 
number of and other identification of the service stations or other installations and 
equipment necessary for the storage, transportation, distribution of and retail within the 
national territory of the hydrocarbons by-products set forth in Article 1 hereunder 
owned by the distributing concessionaire enterprises or belonging to third parties with 
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whom they may have any sort of contractual relationship and respecting whose pro¬ 
perty the enterprises stated in each resolution shall transfer all their rights to the Cor- 
poracidn Venezolana del Petrdleo. 


ARTICLE 18 

The Ministry of Mines and Hydrocarbons shall establish in eadi Resolution the term 
necessary for the distributing concessionaire enterprise of the products that may be 
referred to In the foregoing article, to enter into the corresponding agreements with the 
Corporacidn Venezolana del Petrdleo with the object of individually transferring to 
the latter all the rights they may be entitled to on the establishments stated by the 
Ministry of Mines and Hydrocarbons. These terms shall not exceed thirty (30) days 
from the date of the Resolution. 


ARTICLE 19 

Whenever service stations or similar establishments are concerned, which are owned by 
third parties with whom the distributing concessionaires may have any contractual 
relationship whatsoever, and when the term established by the Resolution referred to in 
the foregoing Article shall have lapsed without transfer to the Corporacidn Venezolana 
del Petrdleo having been effected, as provided by Article 17 hereunder, the enterprises 
therein stated shall lose their supply, distribution and retail rights in respect of the 
service stations or other establishments which may have refused to make such transfers, 
whereupon they shall remove the equipment belonging to them therein Installed; and the 
persons who under whatever title may be exploiting such stations or establishments shall 
deal directly with the Corporacidn Venezolana del Petrdleo for the purpose of entering 
into such contracts as will permit the latter to make effective such rights transferred to 
it. If such were the case, the Corporacidn Venezolana del Petrdleo shall provide, 
under the same contract, on a loan basis and by means of the subrogation established by 
sub-paragraph No. 2 of Article 1299 of the Civil Code, the necessary funds to pay to 
the enterprises whose rights may have been extinguished, the sums owing to such enter¬ 
prises, sums received as loans, advance payments on rentals or for granting to such 
enterprises the exclusive supply and retail rights, providing such obligations shall have 
been included in a public document issued prior to the promulgation of this Law. The 
amounts payable by the debtor shall be determined on a sums received basis, the term of 
the exclusive supply and retail rights, and the time that may have elapsed until then. In 
the event that within thirty (30) days following the expiration of the period provided 
by Aricle 18 hereunder, the Corporacldn Venezolana del Petrdleo shall not have 
entered into such contracts with the aforementioned persons as will permit them to 
make effective their rights, it may proceed to expropriate the real estate as provided 
for by Article 23, hereunder, without prejudice to the application of the provisions of 
Article 20 hereunder. 
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ARTICLE 20 

Refusal by any owner, tenant, sub-tenant or whosoever may be exploiting service stations 
or other retail Installations under whatever title, to permit the Corporacidn Venezolana 
del Petrdleo to supply therein the hydrocarbons by-products set forth in Article 1 
hereunder, shall cause annulment of the permit to operate such establishments, without 
prejudice to the application of other penalties under this Law. 

Should whoever may impede supply by the Corporacidn Venezolana del Petrdleo be a 
person other than the owner of the real estate, such person shall moreover lose all the 
rights entitling him to exploit the service station, and the Corporacidn Venezolana del 
Petrdleo shall deal directly with the owner. 

ARTICLE 21 

The service stations or other Installations shall be transferred in the same physical state 
as they may be in on the date of publication in the Official Gazette of the Resolution 
referred to in Article 17 hereunder and such rights transferred shall continue to be 
governed by the same terms and conditions that had been agreed to with the cessionary 
enterprises, providing such obligations are recorded in a public instrument executed 
prior to the promulgation of this Law and are established subject to the provisions of 
Presidential Decree No. 187 of November 3, 1964. 

ARTICLE 22 

The tranfers that shall be made under this Law shall be obligatory for all persons 
having any right whatsoever on the establishment of properties which may be the object 
of such transfers. 


ARTICLE 23 

In the event that the periods provided by Articles 18 and 19 hereunder, as the case may 
be, shall have elapsed without transfer having been made to the Corporacion 
Venezolana del Petrdleo of all the right of the distributing concessionaire enterprises 
on the service stations stated in the Resolution as provided by Article 17 hereunder, or 
that the contracts provided by Article 19 hereunder should not have been entered Into, 
the Corporacidn Venezolana del Petrdleo, without prior declaration of public utility 
having been made, may submit a Petition for expropriation and early occupancy of the 
real estate before the Civil Court of First Instance of the Jurisdiction where such ser¬ 
vice stations or other installations concerned are located. 

ARTICLE 24 

To decree expropriation in favor of the Corporacidn Venezolana del Petrdleo, the 
following procedures shall apply: 
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(a) The Petition for expropriation shall sute the real estate to be expropriated and the 
facts contributing to its identification. Also stated shall be the name and surname of 
the known owner or owners, holder or lessees. 

(b) If such Petition shall not be accompanied by certification issued by the respective 
Public Registry Office together with the data concerning the property and 
concerning the liens upon the real estate during the past ten (10) years, the presiding 
Judge shall request such certification from the Register within two (2) business days 
following submission of the Petition for expropriation. The Registrar shall remit 
such certification within three (3) business days immediately following the date of 
receipt of such Petition. 

(c) The Judge shall give the order to proceed with the Petition for expropriation and 
early occupancy of the real estate at the same or next hearing following receipt 
thereof; he shall admit it, and for pleading the action, shall summon the owners, 
holders, lessees, mortgages, and in general anyone who may have a right upon the 
real estate to be expropriated ordering the publication of such Petition and of the 
summons, in an edict that shall be affixed to the door of the Court and shall be 
published twice consecutively in a Caracas daily of wide circulation at intervals 
that shall not be less than two (2) days, nor exceed five (5) days between the date 
of each publication. It shall likewise be published once in a daily of the locality, if 
any. 

(d) The pleading will take place at the third hearing following the last date of 
publication of the edict in the press and at such time as the Judge may set. 

The persons summoned shall be present at said hearing, in person, or represented by 
their attorneys. Should the owner or owners not attend such hearing, counsel shall 
be appointed to deal with the summons. The appointment of counsel shall be under¬ 
stood as not accepted when the appointee shall not attend the first hearing follow¬ 
ing notice for the purposes of taking the oath. In sudi event, the Judge shall 
proceed to appoint new counsel at the next hearing inunediately following. Counsel 
shall plead the Petition at the third hearing following acceptance of the charge. 

(e) Opposition to the Petition for expropriation, if any, shall be based solely on 
failure or non-observance of the formalities and requirements under this Law, or on 
the fact that expropriation shall be total since partial expropration is considered as 
destructive to the economic unit of the real estate. 

(f) Should the opposition concern only interpretation of the Law, the parties shall 
submit their reports in writing at the third hearing following the pleading. 

(g) Should the opposition turn on matters of fact, a probationary period of eight (8) 
hearings shall ensure for the parties to call for and furnish evidence that they shall 
consider pertinent. In such event, the parties shall file their reports in writing at the 
third hearing following expiration of the probationary term, and the Judge shall 
sentence at the third hearing following the presentation of said reports. 

(h) Once expropriation has been declared in accordance with the allegation, and 
proved by the records of the proceedings, and the decision of the Judge is firm, he 
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shall set the day and time for the parties to appear for the purpose of agreeing on 
the price of the real estate subjected to expropriation. At such time the reasons 
for justifying the appraisal agreed to shall be given. If no agreement is reached, the 
Judge shall at the next hearing set an hour at the next hearing for appointing the 
experts who will carry out the appraisal of such real estate. 

(i) Such appraisal shall be made by three experts who shall be appointed, one by 
the owner, another by the Corporacidn Venezolana del Petrdleo, and the third by 
the Judge. If one of the parties should not appear at the time the experts are 
appointed, the Judge shall appoint an expert to represent the party that has not 
appeared. At the same hearing, the Judge shall order the experts appointed to 
be notified and shall indicate that they shall appear in Court within three business 
days following notification, for the purpose of accepting the charge and taking 
oath. Should one of the experts excuse himself, the Judge shall appoint a 
substitute. The experts shall file their report in Court within fifteen (15) business 
days following the date of acceptance of appointment of the last expert. 

ARTICLE 25 

For the purpose of determining the price of the real estate object of the Petition for 
expropriation, only the following facts shall be taken into account by the experts: 

(a) The purchase price of the land and the cost of the buildings recorded in the books. 

(b) The value of the equipment, based on their physical condition and on their 
remaining useful life, taking into account the purchase invoices and their book value. 

(c) The declared value or the value accepted by the owner of the real estate, for, 
fiscal purposes. 

(d) The purchase price of the real estate at the time of transfers of ownership which 
may have taken place within the five (5) years preceding the appraisal, and the 
purchase prices of similar real estate in the zone during the five (5) years preceding 
the date of Petition for appropriation. 

Special Paragraph. In no case shall business interruption be taken into account, nor 
shall any compensation be considered in respect of what is commonly known as the 
good will, or clientele. 


ARTICLE 26 

By reason of the character of public utility pertaining to rendering the public service 
pursuant to Article 1 hereof and to prevent the interruption thereof for an indefinite 
period, the Corporacidn Venezolana del Petrdleo shall Petition for early occupancy of 
the real Estate conjointly with its expropriation. 

The presiding judge, at the same hearing at which he admits the petition for expro¬ 
priation shall order an appraisal of the real estate by an Appraisal Commission, to 
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which three (3) members shall be appointed, one by the Corporacidn Venezolana del 
Petrdleo, another by the judge, and the third by the two (2) members designated; and 
if these should not reach agreement, they shall be appointed. 

For appointing the members of the Appraisal Committee, the Judge shall set one hour of 
the third hearing following .the admission of the Petition for expropriation. 

Once such appointments have been made, the Judge shall order the appointees to be 
notified and indicate that they are to appear in Court within three (3) business days 
following notification of acceptance of the charge and of the oath having been taken. 
Should any of the members of the Committee decline the post, the Judge shall appoint a 
substitute. 

The Appraisal Committee shall file its report as soon as possible, and in any case not 
later than fifteen (15) continuous days from date of acceptance of appointment of the 
last member. 

For purposes of appraisal, the Committee shall take into account only such facts of 
valuation as indicated in the foregoing article. 

On presentation of the report by the Appraisal Committee, the Judge shall forthwith 
notify the Corporacidn Venezolana del Petroleo for the latter to deposit with the 
Court the amount at which the real estate has been appraised. 

The amount of such appraisal having been deposited, the Judge shall adjudge early 
oocupancy of the real estate to be expropriated, and to this effect shall notify the owner 
and the occupant through cartel to be published once in a widely circulated daily of 
Caracas, such cartel to be attached to the real estate in a visible place, and shall indicate 
the date and time when the Judge or whoever he should commission, attended by an 
appraiser shall proceed to make an ocular inspection of such real estate to record all the 
factual circumstances that must be taken into account for appraisal of such real estate 
and that might disappear or change place or status because of such occupancy. On the 
same date the Judge shall place in possession of the Corporacidn Venezolana del 
Petrdleo the real estate with the installations and equipment thereof destined for re¬ 
tailing hydrocarbons by-products. 

Should the owner not agree with the appraisal made and there be no other justified 
opposition, the expropriation proceeding shall be deemed ended. 

ARTICLE 27 

As to matters not stipulated in Articles 23, 24 and 25 hereunder, the provisions of the 
Law of Expropriation by Reason of Public and Social Utility shall be observed as 
applicable. 


ARTICLE 28 

Should the real estate expropriated under this Law be burdened by any privileged and 
mortgage credits, they shall be transferred at the respective price under the same condi¬ 
tions as received by the expropriated party, thus guaranteeing the rights of the creditors. 
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FINAL PROVISIONS 
ARTICLE 29 


The clauses of the contracts or agreements at present in force that may have been signed 
with the concessionaire enterprise, that supply the hydrocarbons by-products set forth in 
Article 1 hereunder, or such contracts as may be entered into in the future and which 
might include the obligation of purchasing from such concessionaires and retailing of 
articles other than those established by this Law, are hereby declared null and void. 

ARTICLE 30 


The rights and obligations that may arise from or be constituted by reason of the 
application of this Law shall be assumed by the Corporacidn Venezolana del Petrdleo. 

ARTICLE 31 


The provisions of this Law shall not apply to the supply, sale or handling of liquefied 
natural gas, such being understood to be liquid hydrocarbon blends in which the percen¬ 
tage of methane predominates. 


JOINT RESOLUTION Nos. 330 AND 957 
DATED 27 JULY 1973 

OF THE MINISTRIES OF FINANCE AND OF MINES AND HYDROCARBONS 
ESTABLISHING EXPORT VALUES 


Resolved: 

Whereas the export values established pursuant to the provisions of Article 41 of the 
Income Tax Law should permanently reflect the changing circumstances and the 
variable factors which are characteristic of the international hydrocarbons trade; 
whereas, both the further loss of value of the United States dollar and the greater 
intensity of the inflationary phenomenon in the industrialized countries have determined 
an adverse effect on the purchasing power of the Nation’s revenues derived from the ex¬ 
ports of crude oil and hydrocarbons derivatives, thereby hampering the accomplishment 
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of the national objectives established for the present fiscal period; whereas such circum¬ 
stances and factors have recently been translated into greater increases in the prices of 
crude oil and of hydrocarbon derivatives in the international market; consequently, the 
export values f.o.b. Venezuelan shipping port, applicable to the crude oils and hydro¬ 
carbon drivatives referred to in Joint Resolution of these two same Ministries dated 
17th October 1972, as amended by Joint Resolution also of these Ministries dated 
13th March 1973, are hereby adjusted in the following terms: 


I: EXPORT VALUES APPLICABLE TO CRUDE OILS 

1. The basic export values included in Chapter I, Export Values Applicable to 
Crude Oils, of Joint Resolution dated 13th March 1973, are hereby increased 
by three percent (3%). 

2. To those increased values, a variable adjustment to be fixed monthly by joint 
resolution of these Ministries shall be added. Whenever such monthly adjustment 
not be established, the variable adjustment in force during the immediately 
preceding month shall continue to be in effect. 


II. EXPORT VALUES APPLICABLE TO HYDROCARBON DERIVATIVES 

1. The basic export values included in Chapter II, Export Values Applicable to Hy¬ 
drocarbon Derivatives, of Joint Resolution dated 13th March 1973, are hereby 
increased by three percent (3%). 

2. To those increased values, a varible adjustment to be fixed monthly by joint 
resolution of these Ministries shall be added. Whenever such monthly adjust¬ 
ment not be established, the variable adjustment in force during the immediatley 
preceding month shall continue to be in effect. 

There shall remain in full effect those parts of the Joint Resolution of the Ministries 
of Finance and of Mines and Hydrocarbons dated 17th October 1972, as amended by 
Joint Resolution also of these Ministries dated 13th March 1973, which are not modified 
by the present Resolution. 


TRANSITORY PROVISIONS 


(a) Pursuant to the provisions of Paragraph 2 of Chapter I of the present Resolution, 
the variable adjustment which shall be applied to the crude oils exported during 
the month of August 1973, shall be nine percent (9%). 

(b) Pursuant to the provisions of Paragraph 2 of Chapter II of the present Resolution, 
the variable adjustment which shall be applied to the hydrocarbon derivatives 
exported during the month of August 1973, shall be as follows: 
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Hydrocarbon derivative 

Variable 

Adjustment 

1. Liquefied Gas Plant Products 

% 

9.0 

2. Aviation Fuels 

4.5 

3. Motor Gasoline, finished, unfinished, 
blending agents and naphtas 

5.0 

4. Kerosene 

3.5 

5. Distillates (Diesel Oil/Gas Oil) 

— 

6. Residual Fuels 

(a) of high sulfur content 

9.0 

(b) of low sulfur content 

— 

7. Lubricating Oils 

0.5 

8. Asphalt 

7.0 

9. Components 

5.0 

10. Miscellaneous 

5.0 

11. Topped Crude Oils 

4.5 

12. Hydrocarbons derivatives delivered for own 
consumption of ships in international traffic 

- 


This Resolution shall take effect on 1st August 1973. 

Be it known and published, 

Luis Enrique Oberto Hugo P^rez La Salvia 

Minister of Finance Minister of Mines and Hydrocarbons 


DECREE No. 1384 
ENACTING 

REGULATION ON THE ESTABLISHMENT OF EXPORT VALUES 


RAFAEL CALDERA 
PRESIDENT OF THE REPUBLIC 

exercising the attributions conferred by Ordinal 10 of Article 190 of the Constitution, in 
accordance with the established in Article 41 of the Law on Income Tax, in Council of 
Ministers. 
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DECREES: 


the following 

REGULATION ON THE ESTABLISHMENT OF EXPORT VALUES 

ARTICLE 1 

For the establishment of export values of minerals, whether processed or not, and of 
the hydrocarbons and its by-products in the Venezuelan loading port, procedures shall 
be applied according to the rules contained in the present Regulation. 

ARTICLE 2 

The Ministers of Finance and of Mines and Hydrocarbons shall permanently compile 
and process adequate information on realized prices which may exist on the international 
markets for minerals, processed or not, and for hydrocarbons and by-products, on their 
demand; on the possible evolution on short, medium and long terms of the prices of 
same products; on the world necessities of energy matters, as well as on any other 
cirumstances whidi they would deem of interest. They shall hear as well the expositions 
on the matter presented by individuals. 

ARTICLE 3 

The Ministers of Finance and of Mines and Hydrocarbons, shall through joint resolution, 
establish the export values on minerals, processed or not, and on hydrocarbons and by¬ 
products in Venezuelan loading port, for whidi they shall consider all national and 
international factors which directly or indirectly could influence such determination. 

ARTICLE 4 

The Ministers of Finance and of Mines and of Hydrocarbons through joint resolution, 
may modify totally or partially the export values established in conformity with the 
preceding article when there would exist variations or alterations of any kind in the 
factors taken into consideration for the respective determination, or any other cir¬ 
cumstances which would affect unfavorably the nation’s interest. 

ARTICLE 5 

The joint resolutions issued in conformity with the present Regulation shall enter in 
force on the third day following its publication in the Official Gazette of the Vene¬ 
zuelan Republic, or on the dates they would indicate, and shall be in force during the 
time established for each case. 
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ARTICLE 6 

The Regulation of the Establishment of Export Values dated January 6, 1971, and 
published in the Official Gazette of the Venezuelan Republic No. 29.410 of January 7, 
1971, is herewith derogated. 

Granted in Caracas, on this twenty-ninth day of August of Thousand Nine Hundred 
Seventy Three. 164® Years of the Independence and 115® of the Federation. 

R. Caldera 

Countersigned 

The Minister of Finance 


Louis Enrique Oberto G. 


Counter signed 

The Minister of Mines and Hydrocarbons 

Hugo P4rez La Salvia 


JOINT RESOLUTION Nos. 667 AND 2024 
DATED 1 DECEMBER 1973 

OF THE MINISTRIES OF FINANCE AND OF MINES AND HYDROCARBONS 

REGARDING EXPORT VALUES 


Resolved: 

Pursuant to the provisions of Paragraph 2 of Chapters I and II of Joint Resolution of 
these same Ministries dated July 27, 1973, the monthly variable adjustment applicable 
during the month of December of the present year, to be added to the values F.O.B. 
Venezuelan shipping port, are hereby fixed in the following terms: 

1. EXPORT VALUES APPLICABLE TO CRUDE OILS 

To the export values indicated in Paragraph 1 of Chapter I of the aforesaid Joint 
Resolution, whidi have been increased by 3%, the following variable adjustments 
shall be added: 
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Variable 

API Gravity Adjustment 

1. Natural Crude Oils ^ 

from 7.0« to 11.9® 105.2 

12.0® 102.1 

13.6® 101.6 

14.0® 101.2 

15.0® 100.7 

16.0® 100.2 

17.0® 99.7 

18.0® 99.3 

19.0® 98.9 

20.0® 98,5 

21.0® 98.0 

22.0® 97.7 

23.0® 97.2 

24.0® 96.8 

25.0® 96.4 

26.0® 95.9 

27.0® 95.4 

28.0® 95.1 

29.0® 94.0 

30.0® 93.0 

31.0® 92.0 

32.0® 91.1 

33.0® 90.1 

34.0® 89.2 

35.0® 88.4 

36.0® 87.5 

37.0® 86.6 

38.0® 85.9 

39.0® 85.0 

40.0® 84.2 

41.0® 85.7 

42.0® 87.1 

43.0® 88.6 

44.0® 90.0 

45.0® 91.5 

46.0® 92.9 

47.0® 94.4 

48.0® 95.8 

49.0® 97.3 

50.0® and ’aigher 98.8 

2. Natural Condensate Crude Oils 213.3 
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II. EXPORT VALUES APPLICABLE TO HYDROCARBON BY-PRODUCTS 

To the export values indicated in Paragraph 1 of Chapter II of the aforesaid Joint 
Resolution, which have been increased by 3% the following variable adjustments 
shall be added: 


Variable 

Hydrocarbon Adjustment 

by-product 

1. Liquefied Gas Plant Products 181.5 

2. Aviation Fuels 143.0 

3. Motor Gasoline, finished, unfinished, 

blending agents and naphthas 181.5 

4. Kerosene 143.0 

5. Distillates (Diesel Oil/Gas Oil) 119.5 

6. Residual Fuels 

a) of high sulfur content 101,0 

b) of low sulfur content 105.5 

7. Lubricating oils 60,5 

8. Asphalt 109,9 

9. Components 181.5 

10. Miscellaneous 95.0 

11, Topped Crude Oils 84.0 


12. Hydrocarbon by-products delivered for own 
consumption of ships In international traffic* 

Whenever the sulfur content of the high sulfur residual fuel shipped be within the ran¬ 
ges of 1.51 and 1.90% In weight, a premium of Bs. 22.4109 per cubic meter 
(US $ 11.788 per barrel) shall be added to the corresponding export value, after having 
been adjusted in accordance with this Resolution. 

To the ends of this Resolution, those distillates having a viscosity superior to 54.1 SSU 
at 122® F, shall be deemed to be Heavy Distillates. 

There shall remain in full effect those parts of Joint Resolution of the Ministries of 
Finance and of Mines and Hydrocarbons dated October 17., 1972, as amended by Joint 
Resolutions also of these Ministries dated Mardi 13, 1973 and July 27, 1973, whidi are 
not modified by the present Resolution. 

This Resolution shall take effect on December 1, 1973. 

Be it known and published, 

Luis Enrique Oberto Hugo P^rez La Salvia 

Minister of Finance Minister of Mines and Hydrocarbons 


* The variable adjustment corresponding to the product delivered. 
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Opcc 


SUPPLEMENTAL AGREEMENT 

The following is the full text of the dollar parity pacts concluded between certain 
Member Countries of the Organization of the Petroleum Exporting Countries and the 
international oil companies, which became effective on 1 June, 1973. This agreement 
supplements and amends the Geneva Agreement of 20 January, 1972, the Nigerian 
Agreements of June, 1972, as well as the Libyan Agreements of May, 1972. 

One of the new supplemental pacts covers the six Member Country Gulf States and 
Nigeria, while a separate one relates to the Libyan Arab Republic and, although 
identical to the others, deals in addition with specific points particular to that country. 
The Agreement concerns itself with the question of funher depreciation of the US dol¬ 
lar and the corresponding adjustment in crude oil prices. 

(N.B. The table referred to in both agreements as Attachment 1, is identical and, there 
fore, is only reproduced once.) 


OPEC GENEVA 

SUPPLEMENTAL AGREEMENT 

Each of the States of Abu Dhabi, Iran, Iraq, Kuwait, Nigeria, Qatar and Saudi Arabia 
(hereinafter referred to as “States”) and each of the Companies listed in Annexe “A” 
hereto and their affiliates (hereinafter referred to as “Companies”) is a party to one 
or more of the following agreements which provide for changes in the posted prices 
of crude oil in relation to changes in the relative values of specified currencies: 

The Geneva Agreement dated January 20, 1972, between certain Gulf States 
and various Companies and the Nigerian Agreements dated in June 1972 bet¬ 
ween Nigeria and various Companies. 

Due to the recent currency changes the States and the Companies have considered 
modifications in the application of the formula for adjusting crude oil posted prices 
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set forth in the above-mentioned Agreements that are appropriate to achieve their 
objectives more precisely. As a result, the States and the Companies which are re¬ 
spectively parties to each of those Agreements have agreed as follows: 

1. Annexe 2 to the Geneva Agreement and Annexe 1 to each of the Nigerian Agree¬ 
ments are hereby modified in accordance with Annexe “B” hereto. The provisions 
of this Agreement are embodied in and hereby made a part of the Geneva Agreement 
and the Nigerian Agreements. All provisions of these Agreements, whether amended 
or unaffected by this Agreement, are hereby specifically reaffirmed. 

2. Each of the Companies will recalculate the March 1, 1973 arithmetic average of 
the Exchange Rate change of the nine specified currencies against the U.S. Dollar 
against the April 30, 1971, parities in accordance with paragraph 2 of the Geneva 
Agreement and paragraph 5 of each of the Nigerian Agreements in effect on 
March 1, 1973, except that in such recalculation, the Exchange Rates used for the 
Japanese Yen and the Italian Lira shall be the arithmetic average of the mean of the 
commercial buying and selling rates for each of such currencies on those days in 
February 1973 on which such currencies floated. The Company’s obligations to the 
State concerned in respect of crude oil produced and/or exported as the case may 
be in April and May 1973 shall then be computed on the basis of the national 
posted prices which result from the effective average thus established. Within 30 days 
of the Effective Date hereof or on the respective dates on which such obligations for 
April and May are payable, whichever in each case is later, each Company will pay 
to the State concerned the difference between such Company’s obligations as thus 
computed for April and May 1973 and its obligations for those months computed 
on the basis of the cruck prices in fact posted for those months. 

3. Each State shall adopt within its jurisdiction such measures as may be necessary to 
implement the provisions of this Supplemental Agreement. Each Company shall 
adopt and adhere to the provisions of this Supplemental Agreement as of the 
Effective Date. 

4. The Effective Date of this Supplemental Agreement is June first 1973. 

Done this first day of June 1973 at Geneva, Switzerland, 

For the States: For the Companies: 

Abdulla Absi J. W. R. SutcUffe 

Abu Dhabi 

Jamshid Amouzegar J. D. Bonney 

Iran 

Sadoon Hammadi G. T. Piercy 

Iraq 
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Abdul-Rahman Al-Atecqy W. P. Sdimoe 

Kuwait 

Shettima Ali Monguno H. van der Sdiaaf 

Nigeria 

Ali Jaidah 
Qatar 

Ahmed Zaki Yamani 
Saudi Arabia 

ANNEXE A TO SUPPLEMENTAL AGREEMENT 

Mobil Oil Corporation 
Exxon Corporation 
Texaco Inc. 

The British Petroleum Company Limited 
Standard Oil Company of California 
Shell Petroleum Company Limited 
Shell Petroleum Maatschappij 
Atlantic Richfield Company 
Continental Oil Company 
Gulf Oil Corporation 
Arabian Oil Company 
Hispanica de Petroleos S.A. 

American Independent Oil Company of Iran 
Compagnie Franyaise des Petroles 
Charter (Iran) Petroleum Company 
Participation and Exploration Corporation 
Philipps Petroleum Company 
Standard Oil Company (Ohio) 

ANNEXE “B” TO SUPPLEMENTAL AGREEMENT 
1. GENEVA AGREEMENT 

Paragraph 2 of Annexe 2 to the Geneva Agreement is amended effective May 1, 
1973 to read as follows: 

“2. (a) As of the Effective Date of this Supplemental Agreement the posted price for 
each crude oil exported from the Gulf States shall be calculated as follows: 

Step 1: Add to posted price of January 1, 1973, an amount equal to 8.49% 
of the January 1, 1973, increase of 5 U.S. cents. 
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Step 2: Add to the resulting price an amount equal to T’ (as defined in sub- 
paragraph (c) (ii) below) multiplied by the difference between the 
arithmetic average (hereinafter called the Base Average) of the per¬ 
centage Exdiange Rate dianges of the 11 currencies listed in Attachment 
1 against the .U.S. Dollar during the period 15th to 29th May 1973 
inclusive against April 30th, 1971 official IMF par value or floating 
exdiange rates as the case may be, as set out in Attachment 1 (whidi 
is 22.50%) and the arithmetic average of the percentage Exdiange 
Rate changes of the same 11 currencies on January 20, 1972 (in terms 
of official central, par value, or floating rates as the case may be) 
against such April 30, 1971, exchange rates (which is 9.85%), divided 
by 100. 

With regard to posted prices for Eastern Mediterranean Exports, Steps 1 and 2 
will be applied to the posted prices excluding Suez Canal Allowance and 
Temporary Freight Premium, and to the result will be added the Suez Canal 
Allowance and Temporary Freight Premium applicable as of the Effective Date 
(as determined under the Tehran Agreement, excluding the effect of any 
adjustments under the Geneva Agreement or this Supplemental Agreement) 
multiplied by the result of Steps 1 and 2 on posted prices excluding Suez Canal 
Allowance and Temporary Freight Premium, divided by T’. 

Thereafter posted prices will be further adjusted as follows: 

(b) On the 23rd day of each month in eadi year the arithmetic average of the 
percentage Exchange Rate changes of the said 11 currencies against the U.S.- 
Dollar against the April 30, 1971, exchange rates set out in Attachment 1 shall 
be recalculated. If such recalculation shows a variation of one whole point or 
more up or down from the Base Average (or the latest Effective Average as 
the case may be) the new average resulting from sudi recalculation shall become 
the Effective Average commencing on the first day of the following calendar 
month. “Exchange Rate” as used herein means the rate of exchange existing on 
the day of such recalculation between any one of the 11 currencies by virtue 
of that currency’s rate and the rate for the U.S. Dollar notified to the IMF or 
any successor thereto, or for the Swiss Franc the official parity established by 
the Swiss Bundesrat. If, on the day of recalculation, any of the currencies 
concerned is floating in relation to the U.S. Dollar (that is to say its exchange 
rate against the U.S. Dollar is not being maintained by the Central Bank of the 
country concerned within the margin limits applicable to members of the IMF), 
the Exchange Rate for such currency to be used in the aforesaid calculation 
shall be the arithmetic average as certified by the National Westminster Bank 
Limited in London of the mean of the commercial buying and selling rates in 
respect of telegraphic transfers for the currency concerned into U.S. Dollars 
quoted by the Bank at 10.30 G.M.T. for those consecutive business days next 
preceding the day of such recalculation on which the currency was floating and 
which fall within the 30 calendar days preceding that date (except that for the 
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recalculation to be made on June 23, 1973, the calendar period will be May 30th 
through June 22nd only). If the U.S. Government announces a devaluation or 
revaluation of the U.S. Dollar during the 30 calendar days next preceding the 
date of sudi recalculation, the Exchange Rate for sudi floating currency shall 
be the arithmetic average as so certified for the days commencing the day after 
such announcement through the day preceding the date of recalculation, or for the 
five days preceding the date of recalculation whichever is the longer period. If 
such floating currency was floating less than five consecutive business days next 
preceding the day of such recalculation, then the Exchange Rate for such cur¬ 
rency to be used in such recalculation shall be the arithmetic average of the 
Exchange Rates for such currency during those of the preceding five days on 
which said currency was floating using the buying and selling rates as aforesaid 
for those days and for one further day using the rate notified to the IMF (or 
any successor thereto) or that established by the Bundesrat for the Swiss Franc 
for that day. A business day is for this purpose a day when the London Foreign 
Exchange Market is open. 

(c) Effective with establishment of a new Effective Average the posted price for 
each crude oil shall be adjusted in the manner indicated below; 

(i) With respect to posted prices of crude oils exported from the Gulf: 

(B’ — A’) 

Adjusted Posted Prices (P’) = P -f- T - 

100 

(ii) With respect to posted prices for Eastern Mediterranean exports, the for¬ 
mula set forth in (i) above shall apply. In addition the sum of Suez Canal 
and Temporary Freight Allowances, whenever applicable, shall be adjusted 
in accordance with the following formula and the result added to the se¬ 
parate posted price calculation performed under the first sentence of this 
sub-paragraph (c) (ii): 


Adjusted Suez Canal Suez Canal Allowance and Temporary Freight 

Allowance plus Temporary = Premium as determined under appropriate Re- 
Freight Premium lated Agreement, excluding the effect of any 

adjustment under the Geneva Agreement as 
signed January 20, 1972, or as amended by 


this Supplemental Agreement, multiplied by 


P’ 

T 


Where P = the Posted Price that would have applied on the first day of the 
month of adjustment absent such adjustment, and excluding with 
respect to East Mediterranean exports any Suez Canal and Tempor¬ 
ary Freight Allowances. 

P’ = the Adjusted Posted Price and in the case of East Mediterranean 
exports the Adjusted Posted Price excluding any Suez Canal and 
Temporary Freight Allowances. 
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A’ = the most recent prior Effective Average preceding the currency 
change (or the Base Average if no prior Effective Average had 
superseded it). 

B’ = the new effective Average 

T = the Posted Price that would have applied on the first day of the 
month of adjustment under the Tehran and Related Agreements 
excluding the effect of any adjustment under the Geneva Agree¬ 
ment as signed on January 20, 1972, or as amended by this Sup¬ 
plemental Agreement and excluding with respect to East Mediter¬ 
ranean Exports any Suez Canal and Temporary Freight Allowances. 


(d) The 5 U.S. cents increase in posted prices due to be made pursuant to the Tehran 
and Related Agreements on January 1, 1974, and January 1, 1975, shall be 

P’ 

adjusted to 5 U.S. cent multiplied by— as applicable on December 31 


of the preceding year and sudi adjustment shall be made prior to any application 
of sub-paragraph (c) above. 


(e) Notwithstanding sub-paragraphs (c) or (d) above, no posted price in respect of 
any period shall be below the level which would have prevailed in respect of 
that period under the appropriate Related Agreement excluding the effect of 
any adjustment under this Agreement. If the calculation in sub-paragraph (c or 
(d) produced an adjusted posted price below such level the calculation will con¬ 
tinue to be made from time to time as if the posted price had been reduced to 
this adjusted posted price and the posted price will be adjusted whenever the 
calculation again produces an adjusted posted price exceeding sudi level.” 


ANNEXE “B” TO SUPPLEMENTAL AGREEMENT 
11. NIGERIAN AGREEMENTS 

Paragraph 2 of Annexe I to the Nigerian Agreements is amended effective May 1, 
1973 to read as follows: 

“2. (a) As of the Effective Date of this Supplemental Agreement the posted price for 
each crude oil exported from Nigeria shall be calculated as follows: 

Step 1: Add to the Base Posting (which excludes any Suez Canal Allowance 
and Temporary Freight Premium) of January 1, 1973, an amount 
equal to 8.49% of the January 1, 1973, increase of 5 U.S. cents and 
of the 2 U.S. cents Sulphur Premium. 

Step 2: Add to the resulting price an amount equal to T’ (as defined in sub- 
paragraph (c) (ii) below) multiplied by the difference between the 
arithmetic average (hereinafter called the Base Average) of the per- 
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centage Exchange Rate changes of the 11 currencies listed in Attach¬ 
ment 1 against the U.S. Dollar during the period 15th to 29th May 
1973 inclusive against April 30, 1971 official, IMF par values or 
floating exchange rates as the case may be as set out in Attachment 1 
(which is 22.50%) and the arithmetic average of the percentage Ex¬ 
change Rate changes of the same 11 currencies on January 20, 1972 
(in terms of official, central, par values or floating rates as the case 
may be) against such April 30, 1971 exchange rates (which is 9.85%) 
divided by 100. 

Step 3: Add to the result of Step 2 the Suez Canal Allowance and Temporary 
Freight Premium applicable as of the Effective Date (as determined 
under the 1971 Agreement excluding the effect of any adjustments 
under the June 1972 Agreement, or this Supplemental Agreement) 
multiplied by the result of Step 2, divided by T’ (as defined in sub- 
paragraph (c) (ii)). 

(b) On the 23rd day of each month in each year the arithmetic average of the 
percentage Exchange Rate change of the said 11 currencies against the U.S. Dol¬ 
lar against the April 30, 1971 exchange rates set out in Attachment 1 shall be 
recalculated. If such recalculation shows a variation of one whole point or more 
up or down from the Base Average (or the latest Effective Average as the 
case may be) the new average resulting from such recalculation shall become 
the Effective Average commencing on the first day of the following calendar 
month. "Exchange Rate” as used herein means the rate of exchange existing on 
the day of such recalculation between any one of the 11 currencies by virtue 
of that currency’s rate and the rate for the U.S. Dollar notified to the IMF or 
any successor thereto, or for the Swiss Franc the official parity established by 
the Bundesrat. If, on the day of recalculation, any of the currencies concerned 
is floating in relation to the U.S. Dollar (that is to say its exchange rate against 
the U.S. Dollar is not being maintained by the Central Bank of the Country 
concerned within the margin limits applicable to members of the IMF), the 
Exchange Rate for such currency to be used in the aforesaid calculation shall 
be the arithmetic average as certified by the National Westminster Bank Limited 
in London of the mean of the commercial buying and selling rates in respect 
of telegraphic transfers for the currency concerned into U.S. Dollars quoted by 
the Bank at 10.30 G.M.T. for those consecutive business days next preceding 
the day of such recalculation on which the currency was floating and which 
fall within the 30 calendar days preceding that date (except that for the recal¬ 
culation to be made on June 23, 1973 the calendar period will be May 30 through 
June 22 only). If the U.S. Government announces a devaluation or revaluation 
of the U.S. Dollar during the 30 calendar days next preceding the date of such 
recalculation, the Exchange Rate for such floating currency shall be the arithmetic 
average as so certified for the days commencing the day after such announcement 
through the day preceding the date of recalculation, or for the five days preced- 
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ing the date of recalculation whidiever is the longer period. If such floating cur¬ 
rency was floating less than five consecutive business days next preceding the day 
of such recalculation, then the Exchange Rate for such currency to be used in such 
recalculation shall be the arithmetic average of the Exdiange Rates for sudi 
currency during those pf the preceding five days on whidi said currency was 
floating using the buying and selling rates as aforesaid for those days and for 
one further day using the rate notified to the IMF (or any successor thereto) 
or for the Swiss Franc the official parity established by the Blundesrat, for that 
day. A business day is, for this purpose, a day when the London Foreign Ex¬ 
change Market is open. 

(c) Effective with establishment of a new Effective Average the posted price for 
each crude oil shall be the sum of the “Adjusted Base Posting” and “Adjusted 
Suez Canal Allowance plus Temporary Freight Premium” as defined under (i) 
and (ii) of this sub-paragraph (c). 

(B’ - A*) 

(i) he Adjusted Base Posting (P’) = P + T*- 

100 

(ii) The sum of Suez Canal and Temporary Freight allowances, whenever ap¬ 
plicable, shall be adjusted in accordance with the following formula and 
the result added to the separate Base Posting calculation performed under 
this sub-paragraph (c) (i): 


Adjusted Suez Canal Suez Canal Allowance and Temporary Freight 

Allowance plus Temporary = Premium as determined under the 1971 Agree- 
Freight Premium ments, excluding the effect of any adjustment 

under the Nigerian Agreements as signed in 
June 1972, or as amended by this Supplemen- 

P’ 

tal Agreement, multiplied by — 


Where P = 


p> = 


A’ = 


B’ = 


T> = 


the Base Posting that would have applied on the first day of the 
month of adjustment absent such adjustment, and excluding any 
Suez Canal and Temporary Freight allowances, 
the Adjusted Base Posting (excluding any Suez Canal and Tempo¬ 
rary Freight allowances) 

the most recent prior Effective Average preceding the currency 
change (or the Base Average if no prior Effective Average had 
superseded it), 
the new Effective Average 

the Base Posting that would have applied on the first day of the 
month of adjustment under the 1971 Agreements excluding the 
effect of any adjustment under the Nigerian Agreements as signed 
in June, 1972 or as amended by this Supplemental Agreement and 
excluding any Suez Canal and Temporary Freight Allowances. 
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(d) The 5 U.S. cents and the 2 U.S. cents Sulphur Premium increases in posted prices 
due to be made pursuant to 1971 Agreements on January 1, 1974 and January 1, 

F 

1975 shall be adjusted to 5 U.S. cents and 2 U.S. cents each multiplied by — 

as applicable on December 31 of the preceding year and sudi adjustment shall 
be made prior to any application of sub-paragraph (c) above. 

(e) Notwithstanding sub-paragraphs (c) or (d) above, no posted price in respect of 
any period shall be below the level which would have prevailed in respect of 
that period under the appropriate Related Agreement excluding the effect of 
any adjustment under this Agreement. If the calculation in sub-paragraph (c) or 
(d) produced an adjusted posted price below such level the calculation will 
continue to be made from time to time as if the posted price had been reduced 
to this adjusted posted price and the posted price will be adjusted whenever the 
calculation again produces an adjusted posted price exceeding such level.” 

SUPPLEMENTAL AGREEMENT 

The Libyan Arab Republic (herein referred to as Libya) and (herein referred to as 
Company) are parties to an agreement entered into in May 1972 which provides for 
changes in the posted prices of crude oil in relation to changes in the relative values 
of specified currencies. 

Due to the recent currency changes, Libya and Company have considered modifications 
in the application of the formula for adjusting crude oil posted prices set forth in the 
above-mentioned agreement that are appropriate to achieve its objectives more pre¬ 
cisely. As a result Libya and Company have agreed as follows: 

1. Annex 1 to the above referred to May 1972 Agreement is hereby modified in ac¬ 
cordance with Annex A hereto and the provisions of this Supplemental Agreement 
are embodied in and made a part of that Agreement. All provisions of the May 
1972 Agreement, whether amended or unaffected by this Agreement, are hereby 
specifically reaffirmed. 

2. Company will recalculate the March 1, 1973 arithmetic average of the Exchange 
Rate changes of the nine specified currencies against the U.S. Dollar against the 
April 30, 1971 IMF parities in accordance with paragraph 2 of the May 1972 
Agreement in effect on March 1, 1973, except that in such recalculation, the Exchange 
Rates used for the Japanese Yen and the Italian Lira shall be the arithmetic average 
of the mean of the commercial buying and selling rates for each of such currencies 
on those days in February 1973 on which such currencies floated. Company’s obli¬ 
gation to Libya in respect of crude oil produced and/or exported as the case may 
be in April and May 1973 shall then be computed on the basis of the notional 
posted prices which result from the Effective Average thus established. Within 
30 days of the Effective Date hereof or on the respective dates on which such ob¬ 
ligations for April and May are payable, whichever in each case is later, Company 
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will pay to Libya the difference between Company’s obligation as thus computed for 
April and May 1973 and its obligations for those months computed on the basis 
of the crude prices in fact posted for those months. 

3. An Arabic text of this Agreement will be signed by Libya and Company. 

4. The effective date of this Supplemental Agreement is June 1, 1973. 

Done this 1st day of June 1973 at 
Geneva, Switzerland 


Libyan Arab Republic 


by 


Minister of Petroleum 


by- 

ANNEXE “A” TO SUPPLEMENTAL AGREEMENT 

Paragraph 2 of Annexe 1 to the May 1972 Libyan Agreement is amended effective 

May 1, 1973 to read as follows: 

“2. (a) As of the Effective Date of this Supplemental Agreement the Base Posting for 
40.00—40.09 API degree crude oil exported from Libya shall be calculated as 
follows: 

Step 1: Add to the Base Posting of January 1, 1973, which excludes any Suez 
Canal Allowance and Temporary Freight Premium, an amount equal 
to 8.49% of the January 1, 1973 increase of 5 U.S. cents and of the 
2 U.S. cents Sulphur Premium. 

(as defined in sub-paragraph (c) (ii) multiplied by the difference bet¬ 
ween the arithmetic average (hereinafter called the Base Average) of 
the percentage Exdiange Rate dianges of the 11 currencies listed in 
Attachment 1 against the U.S. Dollar during the period 15th to 29th 
May 1973 inclusive against April 30, 1971 official, IMF par value 
or floating exchange rates as the case may be, as set out in Attach¬ 
ment 1, (which is 22.50%) and the arithmetic average of the percentage 
Exchange Rate changes of the same 11 currencies on January 20, 1972 
(in terms of official, central par value of floating rates as the case 
may be) against such April 30, 1971 Exchange Rates (which is 9.858) 
by 100. 

Step 3: Add to the result of Step 2 the Suez Canal Allowance and Temporary 
Freight Premium applicable as of the Effective Date (as determined 
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under the March 1971 Agreement, excluding the effect of any ad¬ 
justment under the May 1972 Agreement, or this Supplemental Agree¬ 
ment) multiplied by the result of Step 2, divided by T’ (as defined in 
sub-paragraph (c) (ii). 

Thereafter posted prices will be further adjusted as follows: 

(b) On the 23rd day of each month in each year the arithmetic average of the 
percentage Exchange Rate change of the said 11 currencies against the U.S. Dol¬ 
lar against the April 30, 1971 exchange rates set out in Attachment 1 shall be 
recalculated. If such recalculation shows a variation of one whole point or 
more up or down from the Base Average (or the latest Effective Average as 
the case may be) the new average resulting from such recalculation shall become 
the Effective Average commencing on the first day of the following calendar 
month. “Exchange Rate” as used herein means the rate of exchange existing on 
the day of such recalculation between any one of the 11 currencies by virtue 
of that currency’s rate and the rate for the U.S. Dollar notified to the IMF 
or any successor thereto, or for the Swiss Franc the official parity established by 
the Bundesrat. If, on the day of recalculation, any of the currencies concerned 
is floating in relation to the U.S. Dollar (that is to say its exchange rate against 
the U.S. Dollar is not being maintained by the Central Bank of the Country 
concerned within the margin limits applicable to members of the IMF), the 
Exchange Rate for such currency to be used in the aforesaid calculation shall 
be the arithmetic average as certified by the National Westminster Bank Lunited 
in London of the mean of the commercial buying and selling rates in respect 
of telegraphic transfers for the currency concerned into U.S. Dollars quoted 
by the Bank at 10.30 G.M.T. for those consecutive business days next preceding 
the day of such recalculation on which the currency was floating and which fall 
within the 30 calendar days preceding that date (except that for the recalcu¬ 
lation to be made on June 23, 1973, the calendar period will be May 30 through 
June 22 only). If the U.S. Government announces a devaluation or revaluation 
of the U.S. Dollar during the 30 calendar days next preceding the date of such 
recalculation, the Exchange Rate for such floating currency shall be the arith¬ 
metic average as so certified for the days conunencing the day after such an¬ 
nouncement through the day preceding the date of recalculation, or for the five 
days preceding the date of recalculation whichever is the longer period. If such 
floating currency was floating less than five consecutive business days next 
preceding the day of such recalculation, then the Exchange Rate for such currency 
to be used in such recalculation shall be the arithmetic average of the Exchange 
Rates for such currency during those of the preceding five days on which said 
currency was floating using the buying and selling rates as aforesaid for those 
days and for one further day using the rate notified to the IMF (of any suc¬ 
cessor thereto) or for the Swiss Franc the official parity established by the 
Bundesrat for that day. A business day for this purpose is a day on which 
the London Foreign Exchange Market is open. 
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(c) Effective with establishment of a new Effective Average the posted price for 
eadi crude oil shall be the sum of the "Adjusted Base Posting” and the “Ad¬ 
justed Suez Canal Allowance” plus Temporary Freight Premium as defined 
under (i) and (ii) of this sub-paragraph (c). 

(B’ - A’) 

(i) The Adjusted Base Posting (P’) = P T’ -- 

(ii) The sum of Suez Canal and Temporary Freight Allowances, whenever 
applicable, shall be adjusted in accordance with the following formula and 
the result added to the separate Base Posting calculation performed under 
this sub-paragraph (c) (i): 


Adjusted Suez Canal 
Allowance plus Temporary = 
Freight Premium 


Suez Canal Allowance and Temporary Freight 
Premium as determined under the Mardi 1971 
Agreements excluding the effect of any ad¬ 
justment under the Libyan Agreements as 
signed in May 1972 or as amended by this 


Supplemental Agreement, multiplied by 



The above formula shall be applied to any supplemental and back payments as 
provided in the pertinent Libyan Agreement. 


Where P = the Base Posting that would have applied on the first day of the 
month of adjustment absent sudi adjustment, and excluding Suez 
Canal and Temporary Freight Allowances. 

P’ = the Adjusted Base Posting (excluding any Suez Canal and Tempor¬ 
ary Freight Allowances). 

A’ = the most recent prior Effective Average preceding the currency 
change (or the Base Average if no prior Effective Average had 
superseded it). 

B’ = the new Effective Average. 

T = the Base Posting that would have applied on the first day of the 
month of adjustment under the March 1971 Agreements excluding 
the effect of any adjustment under the Libyan Agreement as 
signed in May 1972 or as amended by this Supplemental Agree¬ 
ment and excluding any Suez Canal and Temporary Freight 
Allowances. 


(d) The 5 U.S. cents and the 2 U.S. cents Sulphur Premium increases in posted 
prices due to be made pursuant to the March 1971 Agreements on January 1, 
1974 and January 1, 1975 shall be adjusted to 5 U.S. cents and 2 U.S. cents 


each multiplied by ~as applicable on December 31 of the preceding year 


and such adjustment shall be made prior to any application of sub-paragraph 
(c) above. 
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(e) Notwithstanding sub-paragraphs (c) or (d) above, no posted price in respect of 
any period shall be below the level which would have prevailed in respect of 
that period under the appropriate Related Agreement excluding the effect of any 
adjustment under this Agreement. If the calculation in sub-paragraph (c) or (d) 
produced an adjusted posted price below such level the calculation will continue 
to be made from time to time as if the posted price had been reduced to this 
adjusted posted price and the posted price will be adjusted whenever the cal¬ 
culation again produces an adjusted posted price exceeding such level.” 
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PERCENTAGE CHANGES IN CENTRAL, PARITY OR FLOATING EXCHANGE RATES, AS APPROPRIATE, 
FOR THE PERIODS INDICATED AGAINST AN APRIL 30, 1971 BASE EXPRESSED IN TERMS OF U.S. DOLLARS 
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the official parity established by the Swiss Bundesrat. 




